
date label 



Call 


33r • **> 


C- c i-^ i 

Z)fl ^ t , f ... m > n ’ 


No 


l 06^0 


I I • « t 


J. & K. U 


VERSITY LiBRARY 


This book should be 
An oycrdue charges of 6 

kep> beyond that day. 


returned on or before the last stamped 
nP. will be levied for each day. I he 


above, 
book is 





PLANNING FOR PLENTY 


AN ESSAY' ON THE CONDITIONS 
OF POST-WAR PROSPERITY WITH 
A REVIEW OF CURRENT PLANS 


BY 

SIKANDER CHAUDHURY 


LONGMANS, GREEN & CO., LTD. 


1 1 









LONGMANS, GREEN & CQt, LTD. 


OP paternoster row 


London 


flui 



Nicol Road, Ballard Estate, Bombay 
17 Chittaranjan Avenue, Calcutta 
36A Mount Road, Madras 


LONGMANS GREEN & CO. 
55 Fifth Avenue, New York 


LONGMANS GREEN & CO. 
215 Victoria street, Toronto 




a, ., 


^ 4 






First published April, 1945 

Rs. 1/8 





it 




'+ 



tenth. 


ALLAHA IQBAL LIBRARY 



10050 


Printed by P. C. Ray at Sri Gouranga Press, 5 Chiiitainani Das 
Lane, Calcutta, on paper made by Titaghur Paper Mills Co. Ltd., 

and bound by Moslem Ali & Co. 


PLANNING FOR PLENTY is No. i 

in Longmans New Era Series 


vSome of the earlier parts of this essay were published 

% 

in Jndia, a monthly Review, to the editor of which I am 
.grateful for permission to reprint. 


S. C. 





PLANNING FOR PLENTY 




publication of the second part of the Bombay Plan 

provides a suitable occasion for taking' stock of our 
ideas on planning. We have had a spate of plans of late. 
In all of them disproportionate stress is laid on estimating 
and fixing the targets of achievement in concrete, physical 
terms. The Bombay Plan set the fashion in this respect. 
The first part of this plan was almost wholly occupied 
with promises of food, cloth, housing, medical facilities, 
water supply, education, industrial expansion, agricultural 
improvement and transport development, calculated first 
in calories, yards, floor space and the like, and then in 
money. The rest of that part showed how this money 
would be found by borrowing and inflation. This method 



of presentation has obvious advertising value, and hence 
was followed by other plans ; but it has obscured the 


crucial issue in the problem of planning for plentv. 

The significant question facing us at the moment is 


not the specific programme of planning but its general 
policy, the basic principles which must guide any planning 
for plenty. The determination of the priorities and quan¬ 
tities of physical output in the different spheres of our 


economy must be a matter for the planning commission 
when it sets to work. This should not be on the agenda 
yew* mid a great deal of the current discussion on planning 

inrelevant. It is a waste of time now to talk 
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of the tons of food, the yards of cloth or the miles of roads 
we want. Anybody with a knowledge of simple arithmetic 
and average imagination can draw up such a list and 
compute the cost from the market prices. It is more 
important and immediately relevant to examine the basic 
conditions of economic organization which will make for 
the necessary release of our productive powers. Once these 
conditions are ensured, the direction of our productive 
capacity into particular channels presents no great diffi¬ 
culty. If they are not ensured, the promises held out are 
not capable of fulfilment. A clear analysis of these con¬ 
ditions must be the foremost concern of any plan. This, 
and the means advocated to establish such conditions, must 
be the test by which any plan should be judged. 

It is only in the second part, now issued, that the 
Bombay Plan attempts to tackle this problem. It should 
have received precedence in publication. The Eastern 
Economist , the weekly organ of the same interests as the 
Bombay magnates represent, has been constrained to 
comment that “the procedure of the Bombay Planners in 
first setting out the targets or ends before the means could 
be seen in the totality of their relationships, was slightly 
unfortunate”. (Jan. 26, 1945) The misfortune, however, 
did not lie in that carping critics were given an unnecessary 
handle, as the journal has alleged. It was that an 
adequate criticism of the plan was not possible at all till 
now. The core of the problem was not approached before, 
hence the results promised earlier were empty of meaning. 

II 

The craze for planning was a reaction to the widespread 
breakdown of the economic system in the industrialized 


PLANNING OF THE OTHER KIND 


countries of Europe and America in the thirties of this 
century. The outward symptoms of this hicakdow 


n were 


the shrinkage of markets for goods pioduced, cuitailiuent 
and destruction of output, increase in unemployment and 
spread of destitution. 


These svm 




were 


developing for some time, hurst out in an uncontiollahle 
scale in the great depression which set in in 1929. thih 
Russia was untouched by that depression. It was also 




observed that it was overcome rapidly 111 
which adopted totalitarian control of their economic life. 
The vulgar inference drawn from this fact was that it was 
the competitive element in the economy which was 
responsible for its breakdown. To the popular mind, 
planning came to signify the elimination or at least drastic 
control o! free economic enterprise. Unemployment, it 
was seen, could be banished by such a measure. 1 lie 
experience of conditions during the two great wars has 
reinforced this belief. 


Q 


The fallacy in this view lies in the fact that full 
mployment does not necessarily mean an increased 
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material welfare for the people. All the j 
can be set to digging holes in the ground and filling them 


up 


again 


No capitalist will engage labour for this 
purpose, but all of them will take in men to make 
munitions, as these can be sold to the government at a 


profit. Such employment will not lead to an increase in 
consumable wealth. Fascism avoids industrial depression 
by producing guns. If it could not do this, it would not 

butter, but would just shut down its plants 

Russia also laboured to make 



11 to mak 
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armaments, but with regret. To Germany 



is was a 
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PLANNING FOR PLENTY 


A 


most easily found by never stopping this war. We shall 
then have industries working to capacity and full employ¬ 
ment, but a dwindling supply of consumption goods. 
That would be planning for scarcity. 

There is obviously some feature of the current system 
which acts as an increasingly heavier drag on the expansion 
of consumable wealth, and until this is exorcised we 
cannot plan for plenty. We can discover this essential 
feature by following' the capitalist process. Every act of 
production leads to a surplus, that which is left over after 
making good the depreciation of material and providing 
for the maintenance of the worker. Under present con¬ 
ditions, the owners of the material outfit or instruments of 
production retain the whole of this surplus as their profits. 
They consume only a small fraction of this surplus. The 
rest of this constantly accumulating surplus or profit is 
invested in building and acquiring fresh means of pro¬ 
duction. The piling up of the means of production in 
this manner leads to a mounting productive capacity. But 
the power of consumption, represented by the payments 
made to the workers and the amounts spent by the 
capitalists on their own needs, continually falls short of 
this capacity. Production is all the time outstripping 
consumption, because the surplus accruing to the economy, 
.appropriated by a small class, cannot be permitted to filter 

clown to the consumption sphere. 

The reason why this surplus cannot be directly 

consumed, even by the class which is appropriating it, is 
that the entire purpose of employing the means of pro¬ 
duction held by this class is to extract this surplus value, 
which can arise only in the process of production and not 
in consumption. Hence it has to be invested. This is a 
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THE FALLING RATE OF 


PROFIT 


self-accelerating process 


Investment means installation 


of improved industrial equipment. The part played m 

hy machines becomes more impoitant and 



extensive than the part played by human labour. This 
means that each labourer works with more and more 
machines representing a larger and larger amount of capital 
and the new value that he creates has to remunerate an 


increasing mass of capital. 



the share of 


each unit of capital goes down. In other words, the rate 
at which each unit of capital extracts fresh surplus value 
becomes less. It is true that labour becomes more pro¬ 


ductive by reason of working with improved machinery ; 
but the volume of capital associated with each unit of 
labour is enlarged so rapidly that the rate of earnings of 
capital goes down in spite of the greater efficiency 
of labour. In this situation, if the total surplus is to go 
on rising at each successive level of production, this being 
tlie only incentive to production being carried on at all, 
the total volume of capital employed has to be very largely 
increased. Suppose the rate of profit declines from io 
per cent to 5. If the capitalist is to secure an increase of 
his income in spite of this decline, his capital outlay has 
to be more than double what it was before. That is to say, 
investment must be intensified, expenditure on direct 
consumption checked. 

Investment is also a species of consumption. It 
implies outlay on capital goods, on the means of production. 
As the process of capital accumulation is intensified, a 
smaller and smaller proportion of the total wealth pro¬ 
duction can be spared for the purchase of consumption 
goods, more and more is reserved for capital construction. 
The ratio of expenditure to saving goes on falling. This 
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ratio will fall even though the absolute magnitude ** of 
expenditure is increasing, because the magnitude of saving 
increases still more. Tet us take an example. When a 
man had an income of Rs. 1,000, he used to spend Rs. 500 
and save the rest. Now when his income is doubled, he 
spends Rs. 800. There is an absolute rise in his expen¬ 
diture from Rs. 500 to Rs. 800, but he has increased his 
saving so much more, from Rs. 500 to Rs. 1,200, that 
the proportion of expenditure to saving has fallen to 
two thirds from having been equal previously. This is 
what happened when the capitalist system of production 
was coming to its maturity, although there were recurrent 
set-backs and crises even during this period. But as long 
as the expenditure on consumption goods increased 

absolutely, the demand for capital goods also increased, 

* 

and increased at a progressively greater rate. This was 
because of the advance of technology. With the greater 
application of machinery to production each fresh increase 
in the supply of consumers* goods required the use of more 
machinery, that is, a larger quantity of capital goods, than 
used to be employed for turning out the same consumers' 
goods before. Thus, even for some increase in the demand 
for consumers’ goods, there was a large increase in the 
demand for capital goods. As long as this happened, the 
capitalist could sell an increasing quantity of goods of 
both categories to realize their surplus value, and pro¬ 
duction continued to expand. 

This is the formula for progressive capitalism. 
Production carried on for the purpose of class appropriation 
of surplus value can remain expansionist until the absolute 
magnitude of purchasing power or wealth distributed for 
direct consumption begins to diminish. Capitalist pro- 
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duction must become restrictionist after this point. It 
may be asked why such a point should ever be reached 



pro- 


at all. The reason is that with the rate of pro 
Tessivelv brought down bv increasing mechanization o 


o 



industry, a stage is reached when the total profits of 
capitalist class can be made to rise by only such massive 
savings as will not permit any further increase of direct 
consumption whatever. If capitalism continues to function 
after this stage, it can only create scarcity but cannot 
produce plenty. 

But capitalism on the basis of competitive enterprise 


cannot survive this stage because of the shrinkage of its 
market. Production is shut down and there is large-scale 
unemployment of capital and labour, because goods cannot 
be sold at a profit. The individual capitalists have then 
to come to an understanding among themselves for a 

C t 4 ,t 

rationing of profit. They fix quotas of output and minimal 
prices. They check the sag in profits bv 
technical improvements. They make inroads into the 
share of the workers in the wealth produced by depressing 
the level of wages. This was the condition of the capitalist 
world after 1930. It indicated that the svste 

m- 

duction for private appropriation had e 
possibilities as a force of progress. 




o 



pro 





s 


This analysis of capitalism at work is of fundamental 




in appreciating the requirements of 
If planning is invoked as a cure for the present 
of the economic system, a correct diagnosis of these- 
disorders must precede the determination of the treatment. 
Unfortunately, a correct diagnosis is rendered exceedinglv 
and unnecessarily difficult by the traditional method of 



to the economic problem. This 
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the study to the inter-relations of the different parts of the 
economic machine. It can tell us how the functioning of 
each component will affect the functioning' of others. But 
the machine itself it takes for granted and its working as 
a whole is outside its purview. For this reason, traditional 
economic theory can throw no light on the life history of 
the entire capitalist system. Is the present economic order 
running down ? Is the machine itself wearing out ? To 
such questions orthodox theory can provide no answer. 
It cannot do so for the simple reason that it does not 
address itself to that enquiry. 

Overproduction and unemployment have, however, 
become permanent afflictions of the capitalist s\ T stem. This 
has been increasingly patent in the period between the 
two world wars. More than one man in every ten of the 
total labour force in Britain remained without employment 
even in the most prosperous years of this period. The 
experience of other capitalist countries was not much 
different. This chronic state of debility and anaemia is 
symptomatic of a deep-seated malady, which cannot be 
adequately explained in terms of temporary maladjustments 
in the internal arrangements of the system. Traditional 
economics could not ignore these symptoms. But, as ue 
shall see later, the limitations of its approach are respon¬ 
sible for its prescribing functional cures for what is an 
essentially organic disorder. The decennial swings of the 
trade cycle are superimposed on an underlying curve of 
steady decline. Their violence may be controlled by 
careful planning of internal adjustments. But the basic 
decline would still persist. And it will defy understanding 
unless the economy is viewed as a whole and its over-all 


CYCLING DOWN A SLOPE 


Q 


movement is recognized to be the central problem for 
enquiry. 

The crux of the matter is the falling rate of profit. 
This is a permanent and continuing feature of the capitalist 
system. It is something more fundamental than tli 


e 


in 


recurrent collapse of the profitability of production 

' r ' ' ' < h * 1 eight or ten years, w hich is described as a 
trade 



^ssion. The cyclical movement arises from the 

periodic loss of coordination in competitive capitalism. 

It can be stopped by eliminating competition. But the 

cyclical movement only describes the circular motion round 

an axis. There is a further lateral movement aloiw an 

orbit. It is this further movement which indicates the 
general direction of the 


system as a whole. 


*■ _ - " * * A A V/ A w * 

Traditional analysis offers no clue to the wav the svstem 


is travelling. 


This would not have mattered in practice if, like the 
yearly journey of the earth, capitalism had been travelling 
perpetually along a level path. But we find it is not doing 
so. It is going down and down. That makes the question 
of its general trend of terrible significance for our well- 

where is capitalism 


being. We 
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ving us? The answer is simple, it is a fact of direct 

^perience. It is taking us to perdition. It is more 

impoitant to enquire why and how, so that we may be able 

to do something about it. That enquiry cannot lie under¬ 
taken by the orthodox line of approach. 

The method of analysis adopted here is different for 
this reason and, hence, unusual, although it is by 

But being uncommon, it would be 
expedient to set out the main points of this account of 
ie capitalist process once again. The relatively few 


means original 


no 
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people who own the means of production in capitalism set 

these to work with the specific object of acquiring a 

growing volume of w T ealth. The growth of wealth is a 

function of production, hence the direct and primary 

interest of the system is in production. But the specific 

products turned out in each line must command other 

products in exchange before they can be converted into 

wealth in general. It is not enough to produce. The 

capitalists must sell their goods before the profits can be 

realized. As more and more wealth is reserved for 

improving the outfit of production, the proportion of the 

total left for consumption becomes smaller, which means 

»■ 

that relatively less wealth can be offered in exchange for 
consumption goods, and there is greater scope for the sale 
of capital goods. The owners of capital turn less and less 
to the making of consumption goods, more and more to 
the making of capital goods. Thus there is a steady shift 
to the production of machines to make machines. Pro¬ 
duction is carried farther and farther away from actual 

consumption at each successive step. 

This tendency has served a beneficial purpose, in 
as much as man’s capacity for creating wealth has vastly 
increased through the application of machines to industry. 
But the process comes to a stop when the producers who 
are at the lowest end of the chain, those who turn out 
goods for direct consumption, find that the wealth which 
the buyers offer them for their products does not increase 
at all. As long as the consumers’ purchasing power 
increased at all, these producers bought more machines, 
and those who sold these machines ordered mope machines 
to make the latter machines, and so on. The greater the 
mechanization, the greater the technological advance, the 


DECLINE OF CONSUMING POWER 
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longer becomes this chain. Kvery increase in the market 
for consumption goods means a multiple increase in the 
market for capital goods, and the more elaborate the 
productive process, the higher becomes this multiple. 

Conversely, every diminution of the consumption market 
implies a manifold diminution of the investment market. 
Every stimulus as well as every shock is first received at 
the consumption end and then instantly communicated to 
the sphere of capital construction in an amplified measure, 
the degree of amplification depending upon the length or 
the height, according to the metaphor used, of the structure 
of production. In the course of the development of capi¬ 
talism, the stimulus provided by a rise in the consumers* 
purchasing power becomes more and more feeble until it 
dies away altogether. The system ceases to function after 

that. The neglect of consumption brings about the down¬ 
fall of capitalism. 


Scheme 


This fact has been apparent to everyone for a consider¬ 
able time now. Hence there are proposals to keep 
capitalism alive by raising the consumption level through 

higher wages and provision of social amenities by taxation 
or public borrowing. The Beveridge 

standing instance. We shall have o 

T r ” wr ' m m JLj*L %r A. 1 ■ I K W 

these proposals at a later stage ; but there is one point 
about them which we may notice here. For their efficacy 
they rely on what is called the "multiplier effect" in the 
technical language of recent theory. This means, in brief 
t at every change in the volume of employment and 

rn mm ^ _ * 


expenditure 


ange 


T . -- iu lurmer 

.... , ,s caIculated > for instance, in Britain that the 

additional employment of one man would lead to the 
employment of one other Itl fllo on/1 _ i i a 
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by spending his wages, will stimulate demand in other 
fields. Similarly, the disengagement of one labourer 
would mean unemployment for two. The multiplier, tor 
is to say, has both a positive and a negative application. 

^ m 

The principle merely refers to the truth that any action 
in the economic field leads to a multiple reaction. Our 
contention is that the urge to action in the positive and 
expansionist sense is a dying urge in the present stage of 
capitalist history. By deliberate application of a stimulant, ‘ 
such as provision of employment by the State, the multi-- „ 
plier can make for positive expansion only when available 
factors of production are lying idle. It cannot be made 
to add to the factors in existence. Once the existing 

t * 

factors are restored to work, employment and expenditure 
would begin to contract again. The multiplier would 
resume its negative phase. The net effect of State action 
of the kind proposed would then be to intensify the process 
of contraction. Its positive work in the sphere of State 
enterprise would be more than offset by its negative 
behaviour in private industry. This would happen 
because, in terms of our analysis, there would be a larger 
diversion of wealth from production to consumption as a 
consequence of these measures. Total profits would fall, 
the owners of the means of production would have no 

incentive to work them. 

The way out of the impasse lies in relating production 
directly to consumption and restoring the balance between 
these two social activities. The purpose of production is 
consumption and not augmenting the hoard of surpluses 
withheld perpetually from consumption. This does not 
mean that all the w r ealth produced must be immediately 
consumed. The surplus has a necessary function, to be 


PRODUCTION FOR CONSUMPTION 



used as the means for ever more ample consumption. The 
decision required is how much of the total wealth produced 
should be applied to direct satisfaction of material wants 
and how much should be left over to improve the apparatus 


of production, so as to ensure a 
faction of such wants in future. 


higher standard of satis- 
The choice is between 


immediate, restricted consumption and deferred, enlarged 
consumption. In order that the choice may be exercised 
on this basis, the means of production cannot be permitted 
to be used for the purpose of extracting larger and larger 
surpluses alone. They have to be directed to turn out 
products for immediate consumption as well as for im¬ 
proved production in accordance with priorities and quotas 
determined with sole reference to the requirements of the 


community and not, as now, with an eye to the rate of 
profit to be earned in possible alternative enterprises. 


Ill 

1 HE limit to progress under capitalism is reached when 
the wealth distributed for consumption does not show any 
increase. The rate of earnings of capital is so low at this 
stage that most of the wealth produced has to go to the 
making of capital, nothing more can be found for con¬ 
sumption, as otherwise the tota earnings of capital would 
fall. Ihit the reason why the rate of earnings of capital 
or, which is the sane thing, the rate of surplus value 
1 ecords a fall is the increasing employment of machinery 
m production. Progress of industrialization, technological 
advance, increase in the ratio of capital intensification are 
dl (lifte-rent phrases to describe this process, which has 
meant a tremendous rise in our productive capacity and 
at last makes possible the planning of plenty for all. In 


P —2 
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their drive for larger profits the owners of the means of 
production have accomplished this process and now cannot 
arrest its working even if it threatens to cnt down their 
earnings. The proportions in which capital and labour 
should be employed in any process of production are 
fixed by the state of technological advance at any given 
time. The capital requirements of industry or its ratio 
of capital intensification is determined independently of 
the individual producers’ wishes by the latest technical 
developments in the field. If any producing unit adopts 
a less advanced method, tries to extract a higher rate of 
surplus by employing less capital and more labour, its 
product would be undersold by its more progressive 
competitors and it would be forced out of business in no 
time. 

India is in the position of a new entrant or a late¬ 
comer into the field. She has to equip her productive 
organization with the most up-to-date technique, not only 
to be able to hold her own against her established rivals, 
but also in order to derive the benefit of the advanced 
processes for herself. The first of these is a consideration 
of successful capitalist competition, but the second is of 
vital social significance for our people. The adoption of 
advanced technique would mean, however, that capitalist 
production in India would at once find itself in the same 
predicament as the older industrial countries. The truth 
is that the natural opportunities for a high rate of earning 
for Indian capitalists are lost to them for ever, because 
they are stepping into the capitalist world in the twentieth 
century. The industrial processes of twentieth century 
capitalism have depressed the rate of surplus value to such 
an extent that the productive system of capitalism is in a 
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state of collapse. No large-scale industrialization with a 
progressive technique could be organized by capitalism in 
India today because it could afford no increase in the 
distribution of consumable wealth. 

I ndian capitalism may attempt to create unnatural 

opportunities for itself. The method would lie to adopt 

the production relations of capitalism without the industrial 

processes developed by those relations. That would be 

throwing out the baby and keeping the bath water. It 

could be done by operating within a closed economy, 

setting up a high tariff wall to shut out the cheaper 

products of improved processes. The consumers would 

have to pay high prices for the scarce supply of inferior 

goods in order that our own capitalist class, having been 

kept out of lie arena so long, might appropriate our 

surplus wealth now. This class appropriation of surplus 

value would no longer be necessary as an instrument of 

progress of industrial technique, which was the purpose 

i! r\(i; in the past history of capitalist development, ft 

would, in fact, amount to a premium put on the use of 

obsolescent processes in production. The system would 

work just so long as we continued to lag behind the 

stage reached by the advanced capitalist countries at this 
moment. 

Even so, this would not work unless a further 
condition were fulfilled. Free competition among tin 
producers would have to be ruled out. If it were allowed, 
the enterprising industrialists would import the most 
efficient machinery and introduce the most advanced 
methods and processes to cut down their cost. This would 
foice the pace of the others. The advantage of backward¬ 
ness would be lost, the dream of large profits would vanish 
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and the whole economy would find itself on the verge of 
the abyss. This would not be a long run tendency. It 
would happen at once. Nobody would think of starting 
new factoiies now without the most up-to-date equipment 
to be had. One of the professed reasons for preferring 
American machinery is that it embodies the latest improve¬ 
ments. This means that the capital intensification of 
industry will be high at the outset. The consequence will 
be that little wealth can be spared for consumption. The 
way to avert this would be for the capitalists to agree 
among themselves to place an embargo on improvements. 
Competitive capitalism would then turn into monopoly 
capitalism and set to organize scarcity. 

The effect of financing Indian industry with borrowed 
capital from America or with our sterling' savings in 
London may be considered in this connection. It may 
appear at first sight that such measures may entirely 
relieve our internal economy of the strain of finding capital 
out of its present resources and the level of expenditure 
on consumption need not, therefore, be depressed. This 
view is based on a misconception of the true nature of 
the problem. Whatever private capital is now^ invested in 
industry, whether foreign or national, will earn a very 
low rate of profit and will not engage in production unless 
the total surplus it can retain for itself is larger than 
what it earned before. If this condition is to be satisfied, 
no increase in the wealth distributed for consumption 
would be possible. Hence, production would not expand. 

Industrialization under capitalist relations of production 
would be a reactionary attempt at the present turn of this 
century, because these relations are now antagonistic to 
industrial progress. The backwardness of the country 
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where this is attempted does not make this statement less 

Capitalism can only hold back such a country from 


true. 


sharing" in the advance already made by the world. It 
would do so by organized inhibition of progressive enter¬ 
prise. Capitalist development of our economy could not 


therefore be expansionist. 


I\ 


()rn analysis brings us to the conclusion that modem 
industrial technique cannot be made to bear its fruit as 
long as production is organized for the purpose of class 
appropriation of surplus value. It is this technique which 
makes it possible for us to realize plenty for all by securing 
the conditions for expanding material welfare for the people 
as a whole. But as long as our economic organization is 
geared to the accumulation of profit for a few, it bars the 
application of this technique. We have therefore to discard 
this characteristic of the organization. This characteristic 
is the essence of the production relations of capitalism. It 
is this feature and not the fact of competition among a 
multiplicity of producing units which distinguishes capi¬ 
talism from socialism, under which the surplus from 
production is socially appropriated and used for collective 
benefit. Competition was the mark of capitalism only in 
its progressive and expansionist phase. The limitation 
and gradual disappearance of competition is the outward 
symptom of the exhaustion and decay of capitalism as an 
instrument of man’s material improvement. 

The economic structure envisaged in the most pub¬ 
licized of all the current plans is vitiated bv a basic 

Confusion 011 this point. Adopting the pedagogic manner, 
the Bombay Planners point out that “the distinction which 
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is generally drawn between capitalism and socialism is 
somewhat overdone. The principle of laissez faire, which 
is regarded as the dominant note of capitalism, has during 
the last hundred years been so largely modified in the 
direction of State intervention in various spheres of 
economic activity that in many of its characteristic asnects 
capitalism has been transformed almost beyond recognition. 
Similarly’, countries which in recent y^ears set out to 
or & 3 nizc their economic life on orthodox socialist lines 
have found it necessary in several important respects to 
accept capitalistic ideas in their effort to evolve a workable 
form of society’. As a result of these developments, the 
distinction betw een capitalism and socialism has lost much 
of its significance from a practical standpoint.” Hence, 
they advocate “a judicious combination of the principles 
associated with each school of thought”. (A Plan of 
Economic Development for India, Part II, by Sir P. 
Thakurdas and others, para 37) 

Laissez faire implies freedom of private enterprise, in 
other words, unrestricted competition among individual 
producers. This outward aspect of nineteenth century 
capitalism is assumed by’ the authors of the Bombay Plan 
to be the essential motive principle of the system and the 
gradual change of this aspect brought about by measures 
of State control is represented as constituting socialist 
modifications. Unfortunately’, the transition from com¬ 
petition to monopoly does not imply’ socialization, and the 
use of the State apparatus to conserve profits merely 
indicates the political entrenchment of capitalism. On /the 
other hand, socialism does not have to incorporate the 
characteristic features of capitalist production in order to 
make its working possible. To permit variations in in- 


FUNDAMENTAL CONFUSIONS 

dustrial incomes does not constitute any deviation from 
socialism, as the Bombay Planners appear to suggest 
(para 8). To each according to his need is a remote and 
ultimate objective capable of realization only when the 
supply of consumable wealth has attained proportions 
hardly conceivable at present. The socialist organization 
of production is the necessary step to that achievement, 
because under such organization alone can the supply of 
wealth be continually increased. The vital condition for 
such organization is that the means of production shall not 
be held by individuals at their private disposal to be 
employed for piling up their profits. This is the significant 
distinction which cannot be overlooked in any practical 
planning for plenty. 

The economic order of the Bombay Planners is reared 
on the unreal foundation of a compromise between 
entirely irreconcilable and incompatible principles. In their 
view, this compromise is necessary, because “the existing 
economic organization, based on private enterprise and 
ownership .... in spite of its admitted shortcomings .... 
possesses certain features which have stood the test of time 
and have enduring achievements to their credit”, (para 2 ) 
These creditable features and achievements are not speci¬ 
fied, but we know what they are. They are summed up 
by the advance of industrial technique, which has increased 
our capacity for creating wealth. It is precisely this 
advance which is now threatened by the private ownership 
and use of the means of production. The fallacy in the 
argument lies in identifying large-scale industrialization 
with capitalism, which was only the instrument of its 
accomplishment in a certain period of history, 
v Tim feature of the existing economy which makes 
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for progress and has to be preserved and 
technology \ that which makes for decay and 
and has to be cut out is private enterprise and 



IS 





impossible 



apparently trying to preserve both. Its concern for main¬ 
taining the basis of private property in capital has been 
already indicated. For the same reason, it urges pre¬ 
ferential treatment of private investment for the purpose 
of taxation (para 31) and transfer of new industries from 
public to private ownership as soon as they become 
profitable (para 41). At the same time, it is anxious to 
secure a vast increase in the wealth to be distributed 
(para 1) by a marked improvement in the general efficiency 
of production (para 17), desires to maintain a fair level of 
wages (para 19), provide social services without charge 
(para 2 7) and utility services at low prices (para 28). On 
the one hand, it advocates measures intended to stimulate 
savings and accumulation of capital in order to increase 
total profits in the face of its falling rate ; on the other, it 
promises a high standard of living by expanding the 
market for consumption goods. But the latter cannot be 
achieved without depleting the funds required for invest¬ 
ment. These two ends are antithetical. In the circum¬ 
stances, which of these two alternative objectives is likely 
to be pursued for preference? 

The indications may be found in some recent utter¬ 
ances of big industrialists and their spokesmen. Writing 


on ‘Planning and Financial Policy* the Eastern Economist 
says : “The volume of private investment will be quan¬ 
titatively more important in the economy as a whole 
especially immediately after the war. Warrant for this 
inference is to be found in the statement of policy that 
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services, 


private enterprise has still a major role to play m economic 
development and that except where vState participation is 
decided on, industrial development will be out of Private 
capital.” As regards the promised social and utility 

“an initial increase in national income by in* 
and other development, mainly by private invest- 
meni is the pre-condition of subsequent increased social 
expenditure on beneficial services”. Hence, the article 
goes on to suggest that “the tax burden immediately after 
the war should not cramp industry and employ nient • • • • 
and tax policy should favour private investment”. (Dec 




1944 ) 





in a 


entitled 



8 

* v > 

for light taxation of private profits is 

article in the same paper 
and Industrial Policy*’, in which it is 



pointed out that “in peace time, excess profits would be 
onlv an evidence of industrial initiative and enterprise, 


v 



will have to be encouraged”. (Jan. 5, 1 





The same line is adopted by* other representatives of 
the class. “Post-war reconstruction plans would demand 


sacrifice from the pe 



as also from industr 


v. 


The 


financing of our post-war plans would need huge funds, 
but those funds need not be provided from taxation only.” 
(isir Rahimtoola M. Chinoy, presiding over the 1 2th annual 
session of the All India Organization of Industrial 
Employers at Bombay*, January* 25, 1945) The Vice- 

President of the Marwari Chamber of Commerce, speaking 
at the third quarterly general meeting of the Chamber at 
Calcutta on Feb. 10, 1945, “advocated the need for 


overhauling the tax sy'stem in the country, which at present 
took little cognizance of the requirements of industries for 
depreciation and reserves and also for the need for 
progressive strengthening of capital structure. He also 
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structure 


-i . . 4 -—- w gu 

nng it in line with the needs and requirements of an 

expansionist economy.’* (reported in the Amnia Bazar 
Patnka, February n, 1945) 

These quotations could be multiplied indefinitely. 
Every spokesman of the industrial and commercial interests 
cries out m the same strain, the latest authoritative 
pronouncement being found in the resolution on taxation 
policy passed by the Federation of Indian Chambers of 
Commerce and Industry at New Delhi on March 4, 1945. 
The universal plea is that the finance for post-war im¬ 
provement schemes must be found from some source other 
than the surplus appropriated by the producing class, the 
sacrifice must be exacted from the people rather than from 

source is the meagre wealth 
left for consumption. Hence the only way suggested *for 

effecting improvements is by depressing 

standard of living still further. If we want more schools, 
we are told, we must eat less or wear less cloth. 

The Bombay Planners count eminent economists and 
shrewd industrialists among them. 

difficulty of convincing anybody today that expansion of 
production and a high level of consumption can be 
attained if the capitalist system is a 

v ithout check. There is therefore a great deal of talk 
of State control (para 35) and suggestion of State ownership 
and State management of particular industries under 
certain conditions (paras 39 to 46). Th 

vague expectations in the minds of the unwary, who will 


our present 



realize the 


operate 


raise 


be disposed to leave further consideration of the question 
to the experts. But the question, left thus, remains 




INCOMPATIBLE OBJECTIVES 


unansw 


ered. The crucial question, as formulated by the 


authors of the Plan 



r es, 


is that of “mobilization 


of all the available means of production and their direction 
towards socially desirable ends”, (para 40) This lequires 
that the directing authority of the State will define the 
socially desirable ends, determine their order of priority 
and employ all the resources to achieve these ends 111 the 

order. So long as these resources are at 

the disposal of private enterprise, they will be employed 
in only those industries which will yield the highest profits, 
and the higher the profits in an industry, the stronger will 
be its power of attracting these resources. This will 
pletely upset the directing authority’s programme of 



com 


i)i 



This difficulty is appreciated by the Eastern Economist , 
uid the solution suggested by this paper is most revealing 
>f the method of working of the planned economy. It 


asks: “If both the commodity markets and the factor 
markets (i.e., the markets for consumption goods as v^ell 


as for the agents of production, e.g., land, labour, etc.) 
continue to operate substantially as now, ii, fuither, theie 
is neither complete socialization of means of production 
nor regimentation of consumption, how will the system 
of global control (i.e., the central authority’s general 
policy of enforcement of its particular production pro¬ 
gramme) ensure that the working of the planned system 
would be different from the working of the laissez jaire 
system?” The difference, it goes 011 to suggest, would 
lie in the ability of the planned system to forecast and 
achieve in advance the same equilibrium which would be 
reached by the productive forces after a long period of 
trial and error, if left to themselves. “ ‘Direction’ would 
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in Setting *"™ valid equilibrium pattern 


Of simultaneous targets for the 


various branches of 

It is obvious 


nients 




yy 


todav ? If 


industries and ensuring its enforcement ” 

j * . 1 VJ1 KJUV1VW> 

f only that equilibrium mould be considered valid which 

conforms to the pattern reached through “the norma, 

pioccsses oi the market mechanism”. Hence, “the task of 

centra, authority is primarily to foretoken by prior economic 

ca culauons, the equilibrium pattern of development which 

under (u ithout ?) the accelerated tempo, would normally 

he arrived at only by a tardy process of market adjust- 

- ( A Functioning Directed Economy’, February 9 , 

1945) out does the “equilibrium pattern’’ of laissez fairc 
capitalism subserve “socially 

it does not, if, on the contrary, it leads to grave antbsocill 

consequences, the mere speeding up of its achievement 

thiough this kind of planning would amount to no more 
than piccipitatin^ disaster. 

1 he Bombay Planners state that “over a wide field 
it is not necessary for the State to secure ownership or 
management of economic activity. . . . Well directed and 
effective State control should be fully adequate”, (para 40 ) 
These controls will assume the forms of fixation of prices, 
limitation of dividends, prescription of conditions of work 
and wages, etc. (para 42 ). But prices may be fixed and 
the conditions of work and wages prescribed with the 
primary object of serving the interests of the producers, 

‘ ” limitation of dividends may only mean that the 
major portion of the total profits will be reinvested instead 
of being distributed for consumption by the owners of 
capital. In point of fact, the controls must be exercised 
in this spirit and their administration heavily loaded against 
the consuming and wage-earning interests, if private enter- 


and tli 


c 



MEANING OF CAPITALIST CONTROLS 


s 


I(rise in the industries subjected to control is to continue 

4 ^ 'l l 1 * J 



The defenders of the faith are fully alive to 
these requirements. “The fiscal system must make the 
essential distinction between individual income and in¬ 


dustrial capital,—w 


hile the former should be strictly pruned 


down to suit the distributional end, the utmost expansion 
of the latter should not be hampered and should indeed be 
encouraged through differential taxation. . . . One h>wal 
expedient suggested in some quarters is that the tax system 
should make the significant distinction between distribut¬ 
able profit (which is individual income) and uudistiiout^w 
profit which is ploughed back (which is industrial capital) 
aiycl should positively encourage expansion of industrial 


capital through a big discrimination between the rates 
leviable on the two categories.” (Eastern Economist, 



article on ‘Taxation and Industrial Policy’, Jan 5* 1 
This is an unabashed plea for progressively increasing 


diversion of wealth from consumption to investment in 


order to keep up profits. The object of limiting 




s 


IS 111 




The prospect of enlarged welfare to b 


O 


enjoyed is nowhere in sight. 

It is true that “State control of this character is...bound 
to put important limitations on the freedom of private 
enterprise as it is understood at present. Legal ownership 


w 



lose some of the essential 



s w 



are 


attached to it at present, especially in respect of the use 

’. (para 40) But the 




of economic resources 


limitation imposed will be on the freedom ol the individual 
capitalist to undersell the rival members of his own class, 
and thus depress the total share of the class as a whole. 
It should be noted that this tendency to cut prices is a 




rour 



2 to mer 





was 
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responsible for capitalist expansion in the 
days. Each competing producer, with an eye 
Particular share of the total profits fund, strove to enlarge 
is shaie by filching his rivals' market through turning out 

c eaper products with improved technique. This action 
would have a disastrous consequence on the collective 
interests of the class in the present stage of capitalist 
development. Hence, the leaders of the class are put to 
e lmmating the factor of competition from the system by 
circumscribing the exercise of discretion by the individual 
members m regard to their production schemes. The 
simplest and most straightforward way to accomplish this 
IS by undertaking production in each line through a 
single monopoly. This would, however, be too blatant 
and rouse too vehement an opposition, It is more politic 
and easier to permit a number of separate producers, but 
to limit their activities by statutory regulations. Such 


measure would serve the same purpose of restricting 

production and, at the same time, could be advertized as 

a necessary safegnard against the rise of monopolies, as 

the authors of the Bombay Plan have in fact done (para 40). 

Borrowing a term from American experience, we may say 

that what they offer us is oligopoly, which is monopoly in 

disguise, with all its defects, only more difficult to 
recognize and resist. 


That the guiding principle of a capitalist economy at 
the present time must be to restrict and not expand 
production is brought out most clearly in the Bombay Plan 
in its proposals regarding the technical organization of 
industry. It is anxious that "the fullest possible scope 
should be provided for small scale and cottage industries" 
(para 7), and has "suggested a comparatively low ratio 


planning for scarcity 


O T 
/ 


0 f capital intensification,” commending- the example of 
Japan in this respect (para 13). This means that 0111 

productive capacity will be deliberately kept low, and 
technological improvements will be foresworn. These 


improvements, 
of machines to 


increasing application 
necessitate production 


on a large scale. But mechanization brings down the rate 
of profit. We must, therefore, remain technically back¬ 


ward to secure increasing 



to the capitalist cla 




The ostensible ground for such a retrograde pro 
the need to provide full employment for our 



people 


(para 13). But a technologically advanced and progressive 
economy has no difficulty in providing full employment, 
unless production is restricted by considerations of profit. 
It remains to note that technical progress in industry 


cannot be prevented if free competition is allowed among 
the producing units. Backwardness will have to be 


enforced by measures of control. 

The picture of economic organization revealed by the 
Bombay Plan is one of monopoly capitalism set to organize 
scarcity. The large promises of increased wealth, rise in 
productive efficiency, high wages and general prosperity are 
impossible to realize under the production relations it seeks 
to establish and maintain. The holding out of these promises 
is merely a device of salesmanship. The monopoly trends 
of present day capitalism and the use of the State power 
by the capitalist class are made to masquerade as features 
of socialism to attract support for a retrograde scheme. 


V 

The People’s Plan for the economic development of India 
published by the post-war reconstruction committee of 
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profits at their present ievel and leave no margin whatever 
for investment or distribution to the workers at the com¬ 
mencement of the plan. There will be a fundamental 
change in the character of the economv. The means of 
production would not be operated in future to accumulate 


private profits and the foundations of expansion would 
laid. But there would be little wealth to spare at 
start and the process of expansion would be exceedingly 






e People’s Plan seeks to avoid this contingency bv 

O ^ J 

private owners on a reduced valuation of 


O' 


their assets. This would reduce the charge on the State 

on account of the bonds issued and release finance for 

development from the beginning. Such reduction would 

be arbitrary and hard on the owning class, particularly 

those members of that class who acquired their assets at 

pi ices higher than the terms fixed bv the State for its own 

purchase. The procedure, however justifiable in the larger 
# 

interests of the community, would therefore bristle with 

None of these is mentioned or discussed in 
the plan. It is certainly idle to expect acquiescence on the 
part o! the owners of property, as the authors of the plan 

e are of the opinion,” they sav, “that it 
should be possible for private capital to see its wav to the 
,MVl I't-uice of the above suggestion (i.e., of State acquisition 
of the assets in return for 3 per cent bonds). It not only 
involves freedom from the vagaries and fluctuations of the- 
market, but will also save it from the periodic booms and 



seem to 




depressions. ’ ’ (para 11) 
extreme. It is also mis 




argument is naive in the 
ing in its suggestion of 


exchange between assets of identical value, the one vieldi 


lie 


a var 



income and the other guaranteeim 


i a fixect 
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return. Such a transaction would frustrate the 

of the plan and it is indicated in 
that this is not intended (para 123). 

The problem of compensation is the principal 

of socialist planning in the context of peaceful __ 

Compensation would transform the owners of capital into 
a rentier class. It would divert a part of wealth as the 



unearned income of this class and reduce the surplus 
available for further expansion of production. At the 
same time, large pools of purchasing power will collect 


within a small section of the community, and this will 
affect the consumption scheme of the plan in a significant 
measure. With the progress of the planned economy and 
increase in the output of wealth, the fixed charge for 
compensation would constitute a diminishing proportion 
of the total production and gradually lose its significance. 
It can also be reduced in size by discriminatory taxation 
in course of time. But in the initial stages of a plan it 
would operate as a severe handicap, and the larger its 


size, the more will it act as a retarding factor. 

At one end of the scale, there can be transfer of 
ownership of the capital assets to the State at their current 
market price, which would leave the distribution of wealth 
entirely unaltered and provide no margin for expansion 
of the economy at the start. Such are the orthodox 
proposals for municipal or State purchase of utility services 
now run by private enterprise, which are in complete 
accord with the normal practices of capitalist dealings. 


They not only provoke little opposition, but would be 


positively welcome to those shrewd members of the 

♦ 

capitalist class who realize the gathering threat to profits 
and would like to clear out now with their a ccu 


LIMITS TO VALID FORECAST 


^ I 




savings. But for the same reason, such purchases would 
be unfavourable to the community and prove unattractive 
to public finance. At the other end is the policy of 
complete expropriation of private owners bv denving any 
compensation, at the cost of violent upheaval and civil 


war. The practical question in planning for plenty would 
be, how little compensation can one pay without provoking' 
violent opposition? i'hat will depend on the balance of 
forces prevailing at the time of the transaction between the 
parties. In other words, the exact measure of tlie award 
is impossible to forecast now. It will be determined by 

• ■' 11 ' i ' . 'u.:i j owers emerging at the moment 
the new economy begins to operate. It follows from this 
that no plan can lay down the target figures now. Th 


O' 


ures 


mlv 



would be of value w 


~ o- -‘O ^ w * t * ^ UV 

not represent a real situation, they would 
a hypothesis. The only discussion which 






be of 



examination of general 

the only significant measurements would 

1 « 


magm 


es. 



issue of principle involved in the task of 
planning is the question of reorganization of the production 

Tol t inti q rtf fl 1 TA n n n 41 4 — ^ ^ ^ ^ ^ \4 t • * - _ 


present 



emphasizes 



Plan 


-- vJ JL ICllL 

need for such reorganization, but gives no 
convincing proof in support of its view. A clear reco°- 

,s need is rare, no general agreement on __ 

can be presumed. Yet it is of fundamental signi- 
and must be established beyond any dispute 

< 4 JfT*. * j™. _ . M _ 








g conei 



capi 


w j*. 

etc measures of radical change 

1 ^ • 

has been evaded in the plan. In 


~ JJIclIl. ill i 

gument in the foreword it is stated that expansion 

11 1 An J 1^ * 
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sm will be limited because of its inability to dis 
an increasing quantity of purchasing power througl 
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enlarging production. It is not explained, why tills 
be so. Later on, the system of production for 
profit is condemned because of “the continually re<5£ 
experience of the working of capitalist economy, both I 
India as well as abroad .... this experience of-the 


; ~t: 


1 


of production coming - to 



a standstill because of the 


operations of the profit motive”, (para g) Again here, as 

elsewhere in its references to this problem in the plan, 
the conclusion is stated without proof. 


Some 


will be found in an article on ‘Planning and Planning’ by 
M. N. Roy. ( Alphabet of Fascist Economics, pp. 88 et seq.) 
But an adequate exposition of this thesis mu£t be an 
essential part of the plan itself, being its only justification. 
Without it the plan is incomplete in a vital respect. 

This is one of the defects responsible for the impression 
that the People s Plan is “more or less an improved 
version of the 15-year Economic Plan (i.e., the Bombay 
Plan). It lays more emphasis on the need for agricultural 
planning and goes a step further by suggesting Rs. 15,000 
crores as the amount required to finance the plan.” ( India 
Tomorrow, a New Approach to Planning by B. K. Shah, 
Padmaja Publications, Baroda, p. ii) This impression is, 
of course, mistaken, because the production relations under 
this plan u ill be basically different from those envisaged 
in the Bombay Plan. But this fact should have been 
brought out in bolder relief and not blanketed under the 
caption of “rationed capitalism” (para 11), or left in doubt 
by saying that “it is not at all intended to suggest ex¬ 
propriation of private interests in the industries” (para 56}, 
and that “it may be necessary for the planning authority 
to leave out a sector of industries for the operation of 
private enterprise” where profit will be uncontrolled 
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(para 58). It is not made clear how the organization of 
production for use will be compatible with such capitalist 
features, nor how these latter could be made to operate 
on the altered basis. 

The authors of the plan have further admitted that 
there is scope for expansion even under production for 
profit, although “the process will be extremely slow, and 
may be periodically altogether checked. . . . The desire 
for quickening the pace of industrialization can only be 
fulfilled on the basis of a change in the motive of pro¬ 
duction’\ (para 9) It is implied, therefore, that capitalism 
has not entirely exhausted its possibilities for progress. 
This position is theoretically indistinguishable from that 
adopted by socialist supporters of the Bombay Plan. Their 
qualified acceptance of the Bombay Plan is based on the 
thesis that although capitalism is ultimately doomed, there 
is a field for profitable employment of capital in 
undeveloped or underdeveloped countries like India and 
China even today, and, hence, even capitalist planning 

can secure some improvement of our present economic 

* 

standard. (Planning for India by B. C. Ghosh, Oxford 
University Press, pp. 4 to 7) If these “leftists (pseudo- 
Marxists) seem to have been deceived” (Alphabet of Fascist 
Economics, p. 83), the authors of the People’s Plan would 
appear to be suffering from an allied delusion. 

The emphasis on agricultural development in the 
People s Plan seems to be due to an anxiety to score a 
debating point. Improvement of agriculture is only 
|>ossible through large-scale mechanized operations, which 
would immediately release a large volume of labour for 
employment elsewhere. The new land expected to be 

under cultivation cannot absorb more than a small 
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fraction of this surplus, since the new area would have 
(para 7 larSe fanlls " it, ‘ m °dern equipment 

(1 4i). A synchronous development of non-agricultural 

in ustiy would be therefore essential. This development 
IS not possible as Inner oo 41 . aevei opment 

revenue t * ^ • ie expectation of increased 

industrial " tte SoIe ^‘ion of 

altered t t Ve lent ** conditio " is removed bv 

would Jo "f t Pr ° dUCti011 Under the P Ia ’>- industries 

hour rendered redundant in reorganized agriculture. The 
f , e ,° Pment m tlle tu '° s Plieres is inter-related. Relief 

wouldT C0J . lg ! i Stio , n iu a fi r iculture through industrialization 
" have to be planned at the outset for the rehabilitation 
Of agriculture itself. 


VI 


science. 


here is a Gandhian Plan of economic development for 
n la. This has been drawn up by Mr. Narayan Agarwal 
and is described by the Mahatma himself in his foreword 
to the publication as an attempt to interpret the way of 
i e for v hicli he stands in terms of modern political 

That way of life is summed up in “the creed 
of simple living and high thinking”. (The Gandhian Plan 
by S. N. Agarwal, Padnia Publications Ttd., Bombay, 
P- 115) Since high thinking cannot be the subject of 
economic oiganization, the plan is clirectl\ T concerned with 
establishing the conditions for simple living for our peonlc- 
The presumption is that if such conditions are enforced. 


high thinking will follon 


as a necessary consequence 


Living conditions for our masses have been always simple 

to the point of austerity, deteriorating inevitably in time 
to the level of sub-human destitution. 



mass 




SPIRITUAL economics 


1 


lius reacted to tins economic enviromnetit with igiioinncc, 
superstition and inert fatalism. Rare individuals, endowed 
with exceptional liveliness of mind, have turned to specn- 

tivitv. which lias been predoniinantly abstract. 


lative ac 


metaphysical, ingrown and other-worldly, This peculiar 
quality of Indian thought, usually proclaimed as a mark 





of spiritual superiority in order to save our 
in a large measure to the poverty and barrenness of our 


material setting 


It is the increasing c 





S 


setting which has stimulated the growth of the natural 

e West by posing practical problems of 


sciences in 



concrete living for the mind to solve. Its lack has 
condemned 11s to economic backwardness, social decay 


and political subjection. 

This debate, however, does not pertain to the s 




o v 



of economic planning. !t is an issue in soc 
and philosophy. As the author of the Gandliian Plan 


says, this is a question of examining and altering our 
ideals and attitude to life (p. 17). It is argued that a 
special body of economic doctrines can be derived from 
this outlook to constitute the theoretical basis of the plan. 
“The Hast had and has even now its own economics 
which is as scientific, if not more, as the 

18) The Gandhian 1 lan is, therefore, not 
a plan of economic development in the sense in which this 



estern 


economics. 



phrase is usually understood. The stress is not on material 
progress or advancement, but on stabilizing a minimal 
standard of material welfare. “The attainment of increased 
productivity with the help of efficient and labour-saving 


machines is not and should not be onr goal,” says the 

. 6b By its express repudiation of the ideal of 


1 




] »rosperity, 
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P tself outside the scope of any discussion nf i 
sonio ,*«! 11S plan reco & n izes the need for 

some improvement of our 


although it sets strict ,,,7 PreSen ‘ Standard ° f livin *?> 
merit. It has advanced concrete ° h mi>rove ‘ 

claims -11 a concrete Proposals which, it is 

(P io 5 )’ and ITT 3 d ° Ubling of the agricultural income 
p To 6 ) nuJ IT ' w ° f indUStrks <P- transport 

research’ft , f <P ' I07) ’ edUCati °“ <P- and 
the next en yeL V " 1 ' 1 ^ ° f RS ' 3>5 °° Cr ° reS within 

}eais. ^ is necessary to examine this claim 

islablTr 6 n ^ ^ intolerable econo “ia situation 

ble to attract some support. When that promise is 

2t,:;:‘. he . namc , 0 . f th l Mahatma - ^ appeal would be 


see if the 


particularly powerful. We must, therefore, : 
plan is capable of realization in actual practice 

The fundamental re.uisite for any 1 implement in 
e material well-being of our people is an increase in our 
power for producing wealth. The total wealth produced 
m our country is now so small that there would not be 
enoug to go round even if all of it were equally divided 
among the total population. The statistics of per capita 
income, so often cited in a misleading context, should help 
ns to appreciate this fact. According to the calculations of 
e ombay Plan, an average annual income of Rs. 74 per 
head at pre-war prices is essential for securing a minimum 
standard of living for our people, as against the present 
average of less than Rs. 65 (Part I, para 34). I n the 

opinion of Mr. N. R. Sarker, the disparity between what 
we now have and the minimum we ought to have is very 
much greater than this estimate. (Banaili Readership 
lectures in Patna University, reported in the Amrita Bazar 
Patnka, Feb. 4, 1945) This means that if our total output 
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of wealth were evenly distributed among all our people, 

the portion available to each would scarcely suffice for bare 

would be left over for future 


subsistence and nothing 


improve 




Our first action, therefore, must be to 

increase our total national income by producing more. 
The only way to achieve this is bv providing labour \\ 
efficient tools and implements to work with. Our low 
productivity is due to our technological backwardness and 
can be overcome only bv undertaking production with the 
aid of improved machinery. The Gandhian Plan is opposed 


to this course on the ground, firstly, 



at machines create 
unemployment (pp. 37-39), secondly, that they lead to 



-scale centralized operations destructive of simplicity 
of productive processes and of individual and local self- 
sufficiency pp. 15-19), and lastly, that they relieve the 
burden of labour and set men free for the enjoyment 




•isure 



. 23-2/7) 


Of these alleged consequences of mechanized indus¬ 
trialism, the last two may be readily admitted. These 
are, however, advanced as moral and not economic 
objections. The an does not dispute that the processes 
would lead to increased productivity, but argues that this 
would be at the cost of moral injury. This is entirely 
untrue. Large-scale production implies increasing inter- 
<K ]h ii(l-'lav among the producing units, each of which 
specializes in only 011c part of the process. It leads to 
the socialization of production. The moral evils of 


industrialism which are referred to throughout the plan, 

of wealth, 



as limitless gr 




erne 



deterioration of human values and violent exploitation are 
not the results of large-scale production, but its 
organization. The complexity of the productive process 
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is a challenge to 


onr intelligence and 


our power of 


3 spur to greater moral 


organization and is, therefore 
achievement. The concentration of the means of pro¬ 
duction required for large-scale industry has led to civic 
integration m urban areas and a unique development in 
culture. It may be noticed, moreover, that a contrary 
tendency of industrial decentralization is now in progress 
w ith the increasing use of electrical power in place of 
coal. To secure greater leisure means nothing more than 
to be able to accomplish our material tasks with less and 
less labour and release time and energy in an increasing 
measure for activities of the intellect and spirit. This 
is not a development to be deplored but enthusiastically 


welcomed as a mark of moral progress. Lastly, the 
argument that machinery creates unemployment is an 
ancient fallacy. Machines increase our productive power. 
It is only the apprehension of a fall in profits which impels 
their private owners to hold this power in restraint and 
enforce idleness on labour, which would otherwise use 
these for the collective good. If the machines were removed 
from private ownership and held collectively, there would 
be no reason to restrict production, no difficulty in pro¬ 


viding full employment. The figures of unemployment 
given in the plan are all from countries organized on the 
basis of production for private profit (pp. 38-39). It is true 
that as production is mechanized, less and less labour is 
required to perform a given task. But this means that the 
workers can have more time for other pursuits. It need 
not involve enforced idleness w’ith loss of earnings for any 
of them, wdiich is the definition of unemployment. Besides, 
the task does not remain given. It is continually varied 



ECONOMICS OF COTTAGE INDUSTRY 



and enlarged in order to enrich the conditions of living 
vet further. 

But a continuous rise in the standard of living is cate¬ 
gorically abjured under this plan. It seeks only a very 
limited rise ; and it believes that this may be secured by 
bringing those to work who are now unemploy ed or 
partially employed, without any improvement in the 
existing technological level. Labour engaged in agii- 
culture is now universally underemployed. If all this 
labour will turn to supplementary occupations, will there 
not be an increase in total production, even without 
any rise in the efficiency of each unit of labour by the 
introduction of machines ? In other words, it is suggested 
that there are two alternative methods of effecting an 
increase in the total volume of production. One of these 
is by improving the productive technique, the other by 


engaging more labour without varying the technique. 
The Gandhian Plan dislikes the first and proposes the 
second. Unfortunately, the second alternative is not open 
in practice. More labour could not be gainfully employed 
on the present technical level as it would be socially 
wasteful and would command no value in exchange. 

Employment in cottage industries could be increased only 

* 

if the products of mills could be stopped. This is realized 
by the Gandhian Plan. In order to encourage paddy 
husking in the villages, it proposes that “the State should 
abolish rice mills or, at least, rigorously restrict their 
scope and market”, (p. 77) Two of its general recom- 


i 






support of cottage industries are “protection 

with large-scale industries” and 
subsidies to cottage industries by taxing the 

. 79) What is not realized is that 



i 
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these measures would nnf , • 

tive efficiency at it amtam our average produc- 

<- uciency at its present level, became n,,v 

I s n0 ' v ; nfl »enced by the higher efficiency of Lffi ^ 

tion. Our technological level would P 


changed but wnni/ ‘ not remain «n- 

wealth would , , ? ° d ° Wn ' The total Production of 

sho , ! ° % " 0t but record a fall. 


should be left poorer even than' Z ar e TZ ‘ ^ 

q uestln ere f ^d S ° mUCh W ***£ P-lentT he 

duction that it is neces arv T ’ SmaII ' SCale P ro - 

little further in order t l PUrS " e ° Ur argumeut a 

once for all. Let us L°™Ti °u P ° SSiWe d ° ubts 

bable to compete with cottage production is taxed out of 
•existence by a Gandhian Stni-A mi i i 

factories at the b The Iabour e “« a god in 

tones at the moment, turning to handicrafts will 

factorv cnrmii -i, ‘."o 63 no "- The cutting out of 

J • pphes will thus mean a net shrinkage in pro- 

tlm nres " T 1 *“* l3b ° Ur Sh °" ld * Urn to ^culture, 

ltivation will shatter to a still tinier fragment than now 

introduction of better method* , ’ 

will k a , methods, implements or manures 

vield 'iTk ered CVen kSS " orth -' vhile , ‘be agricultural 
yield will become still smaller 

in every way. But as we have already touch^'lh;^ 
ttom of subsistence, this means that a part of our present 
population will just have to perish. Famine and pestilence 
are the inevitable corollaries of the Gandhian economy 
It should be noted that the ideal of this economy does 
not stop short at production in the small-scale cottage 

WnrlrQlnnrv • j i i s 


We 


ivorkshop. The individual adult must be the unit of pro¬ 
duction in consumers- goods. “So far as the necessaries 
and minimum comforts of our daily life are concerned 
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everyone (should be) self-sufficient as far as possible 
through his or her manual labour.” (p. 19) This will 
involve an even more drastic decline in our living standard 
and consequent extermination of a large proportion of 
our people. Such is the stark reality of the non-violent 

logic. 

This logic, however, is ready to be more pliant than 
one would think. It is prepared to build up armed forces 
for resisting external aggression on its own terms. 
“Although Gandhiji is an uncompromising pacifist and a 
staunch believer in non-violence, he is practical enough 
to concede that a free India may require an armed 
defence.” (footnote to p. 79) This will be certainly 
necessary, because the enforced backwardness prevailing 
under the Gandhian economy will create an economic 
vacuum within the country, wffiich wdll provide an over¬ 
whelming attraction to the highly developed material 
forces outside. The tariff wall to be set up (p. 97) will 
be unable to withstand their pressure. The economic 
arrangements of the Gandhian Plan will have to be 
defended with tanks and planes and submarines. But the 
manufacture of modern armaments requires a highly 
developed industrial base, which will be entirely lacking 
under the plan. Nor will labour be available for working 
its defence and other basic industries, which constitute 
one of the vain and inconsistent dreams of this plan (p. 79), 
since all of us will be engaged in producing our bare 


This extraordinary plan of economic development has 
Hist, however! the slightest chance of practical implemen¬ 
tation, because it proposes to leave all large-scale 

, except key industries, in the hands of private 
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1 italists (p. 105). Notwithstanding the anneal f *< 
voluntary abdication of their riches and fo 3 

riches give, and sharing then, for the P ° Wer 

lectures on -the rfnrtr' T h conunon S°od” and 

of capitalist development will pursue iw ' h kwS 

tjn „■ , ' a ° f labour "ill prevail under a restric 

Calcutta” is the n ct re n br3Cketln ? of C °wley with 

Herald has descrfbed foe ' ^ "' hieh the Glasg ™ 

Nuffield nrcran' f- recent airangement between the 

iNumeid organization and Birla Rmfi^ 

scale production of cars and wt r f Se ‘ " P IarBe ' 
(Reuter’s report from Glasgow F s" a “ d Baroda. 

the inevitable trend. There is ti dim Sh °" S 

r ents that - - -s^™ 

shall not be 1 ! !!!•f “ P *° n,il, ? t place * and 


shall not be able to reskt it P ’ and India 

w hls P Ia “. while “besides Ayurvedic and ThL' ’ ‘ ’ 

Homoeopathy, Biochemistry and Natn “ ^ ’ 

be enmnracJ a ” , 7 and Na t"ropathy should also 

and mmint Ko k , , , ■ • • . Allopathy need not 

r... , . , banished altogether.” (p. 88) Yet, he has 


fought bravely, even against ^ ^ 

tint "the. , , P kka roads ’ and comments 

Wfo vnllT 77 Vi]l3ge Carts sh0ldd be provided 

from fo ^ 1S lmS ° Ulld because is uneconomical 

trom the view point of the villager”, (p. 83) 

tions^fri iS ' Vid ! SPread '"^understanding of the implica- 
ons of the Gandhian economy. Professor N. G, Ranga, 

instance, describes it as a plan for socialism. In his 

view, "it has already beo-un tn mok • 

. .. A . y uc ^ un to make experiments with 

socialistic construction through its cottage industrial 

entures and its experiments with communistic way of 

life through its increasing number of ashrams». (Presi- 
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dential address at a students’ conference in Madras, Jan. 
27 , 1945) The more astute observer is, however, not 
deceived. Why does Mr. Rajagopalachari see no differ¬ 
ence between the Bombay Plan and the Gandhian Plan ? 
(Address to the students of Presidency College at Madras 
reported in the Amrita Bazar Patrika, Feb. 23, 1945 ) There 
is a deep significance, which needs to be pondered. The 
Gandhian Plan puts up a smoke-screen of captivating piety 
behind which our capitalist class can manoeuvre for power. 
Both roads lead to Rome. 

VII 

It is neither necessary nor possible to undertake a critical 
survey of all the literature or pronouncements on planning 
which are being released on us in a steadily growing 
stream. Many of these are expressions of purely indivi¬ 
dual wishes regarding the future. Few give evidence of 
a clear appreciation of the basic requirements of planning 
or are concerned with any analysis of such requirements. 
Most of them are interested in one or other particular 
branch of development, such as education, transport or 
public health, rather than in the development of the 
economy as a whole. The proposals which have been 
examined in the preceding pages are of a different order. 
They are comprehensive in scope ; they are representative 
in character ; and they typify three entirely different 

approaches to the basic problem raised in planning. It has 

% 

been emphasized earlier in this discussion that it is this 
basic problem which can be the only relevant subject of 
enquiry at this stage. A comprehensive plan of all-round 
progress has, perforce, to address itself to this problem, 
even though it may not wish to do so explicitly. An 
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isolated scheme, on the other hand aiminc , , 

&D01e thls lssue and usually does so. That is wht it 

" 116,1 the J relate to te <*nical projects, their worth may 
be assessed on purely technical grounds; but they musl 

prove socially wasteful without parallel development in 

“ble fo/car !i ^ and reS ° UrCeS may not be avail- 

demands. rry “ 8 ^ ^ aft6r mee ‘ ing ° ther com P e tiug 


Of tu ■ 6 SC emeS ’ ssued by the Government of India are 
f this nature. They suffer from a common defect of 

evasion of the central issue and consist in the formulation 

of promises without indication of the structure of economy 

« ic alone can give validity to these promises. Speaking 

to the Associated Chambers of Commerce in Calcutta on 
December 14, i 944 , Lord Wavell said : “Our system of 
Planning must be to see what we require for each of our 
many needs : for improvements in agriculture, for deve¬ 
lopment in industry, for the betterment of health for 
the advance of education, for the increase of communi- 
cations, and so on. This is the method on which we are 
working- ; we have already a plan for education, a plan 
for roads, and shall shortly have a plan for public health, 
when the Bhore Committee reports. We have many 
hydroelectric and irrigation projects in hand. Once we 
have seen the total bill, we can—when we have recovered 

fiom the shock begin to allot priorities and make 
long-term blueprint for India/s progress* 
method imply ? We 


a 




What does this 


^ o--w VVlLIi* 

out any idea of the means at our disposal. It may be 
urged that a government can do this, because it can always 
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find the ways and means to finance its schemes by taxa- 
tion or borrowing. This is far from being true. In the 
existing economic situation which we have analysed, the 
State cannot divert resources to expenditure on large-scale 
public works without impairing profitability of private 
enterprise, thereby depressing the level of wealth produc¬ 
tion in general, and hence of both the taxable as well 
as the investible capacities of the nation. Is the State 
prepared to face this eventuality by maintaining produc¬ 
tion in spite of the loss of profit ? In other words, does 
the State contemplate an alteration of the existing rela¬ 
tions of production which will be the necessary conse- 
quence of its proclaimed policy? If not, there can be 
no recovery from the shock to which the Viceroy is 
preparing to expose the country. 

But perhaps the shock will not be so grave after all, 
because no large risks are going to be incurred in fact. 
“What the Government can do,” says Sir Ardeshir Dalai, 
the Member of the Viceroy’s Executive Council for 
Planning and Development and a signatory of the 
Bombay Plan, “is to make a survey of all its resources in 
men, materials and money, estimate to what extent it is 
possible to employ them for as large an improvement in 
the economic life as is feasible within the limitations set 
by the political, social and other conditions of India, and 
iluss anive at a reasonable target to be achieved within 
® given period of time.” (Inaugural address at the 27th 
vSession of the Indian Economic Conference at Delhi, Dec. 
30, 1944) 'This indicates that the basic conditions, a 
change in which alone can release our productive powers,, 
are to be considered unalterable and targets' are fixed with 
1 eference to our potential which cannot be activated witli- 


p—4 
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out that change. Sir Ramaswami Mudalrar, the Supply 
Member of the Government of India, enumerated some 
of the planning objectives to be “a regional development 
of industries so as to give citizens of all areas equal chances 
of industrial prosperity, ensuring a system of fair wages 
to industrial labour, preventing the growth of monopolies 
and cartels and assuring to the consumers a fair and 
reasonable price for commodities”. (Convocation Address 
to Osmania University, Jan. 25, 1945) It is not known 
if Sir Ramaswami is aware that these objectives have not 
been realized so far because the basic structure of our 
economy stands in the way and, hence, the object of 
endeavour that must come before any other is a radical 
change of that structure. That he does not visualize any 
such change in the industrialization plans to be launched 
in the post-war period was made clear by him in an 
address to a gathering of students in Madras one week 
later. (Address at Pachaiyapas College, Jan. 31, 1945) This 
view is endorsed by Sir Chintamon D. Desmukh, Governor 
of the Reserve Bank of India. Any plan adopted in India, 
he considers, will fall within the four walls of capitalism. 
(Speech before the Rotary Club of Poona, Feb. 27, 1945) 

The Government have undertaken a bewildering 
number of piecemeal measures of post-war planning. In 
July, 1944, India was officially represented in the Bretton 
Woods Conference and its participation in the International 
Monetary Fund and the World Bank for Reconstruction 
and Development is under consideration. An Indian 
delegation attended the Chicago Air Conference in Novem¬ 
ber 1944 with hopes of post-war developments in civil 
aviation in this country. The Hydari Mission is negotiat¬ 
ing the import of consumers’ goods from the United King- 


GOVERNMENT A L ACT IVI 'J' \ 


dom. Technical experts from abroad come in an endless 
procession to advise the Central and Provincial Govern¬ 
ments in this or that development scheme. On February 
28, 1945, the Governor of Madras inaugurated the Tunga- 
bhadra project at a cost of Rs. 20 crores to provide irriga¬ 
tion facilities to large tracts in the Madras and Bombay 
Presidencies and Hyderabad State. The Labour Member 
of the Government of India summoned a conference at 


Calcutta on January 


v 7 y 


1945, to discuss the Damod 


Valley Development scheme to mitigate floods, generate 
electricity and supply water for irrigation 011 a vast scale. 
A government factory for the manufacture of ammonium 


sulphate is proposed for establishment in Bihar. 

It is difficult to keep track of the number of Policy 
Committees which have been set up by the Planning 
Department to investigate the problems of different branches 

our economy. Twenty-nine Industrial Panels have been 

* _ 

targets for development in 
new. Planning conferences 


cons 



to r 



various industries, old and 


are 



in session. The All India Food Confer 


e nee, 


meeting at New Delhi 011 February 1 and 2, 1945, made a 
series of recommendations to increase production of pro¬ 
tective food crops and to secure fair prices to cultiv 

ishing purchasing agencies by the v St 
Kharegat, who has an agricultural plan, 





s 







iro/e 


is pre- 


pared to support a 50 per cent increase in our present 



with the larger agricultural yield he can 

(Speech before the fifth meeting of the Consul 
tative Committee of Economists at 

I 94-5) 



New Delhi, Jan. 3, 



1 



Central Advisory Board of Education 


hat 


would 


the minimum programme of development which 
place India on an approximate educational level 
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with other countries,” (Convocation address by Mr. John 

v argent at Lucknow University, Feb. 3, 1945) and is now 

waiting- for the cost to be met. There is likely to be no 

end to this wait until the Viceroy can spare money from 

the road-building on which he has set his heart. The 

Government have a plan even for a post-war producer- 

gas industry. (Address by Dr. H. B. Dunnicliff, Deputy 

Controller of Road Transport to the Government of India, 

before the Indian Science Congress at Nagpur, Jan 3 
1945 ) ' ’ ’ 

In addition to the activities of the Central Govern¬ 
ment, each of the Provincial Governments is charged with 
drawing- up its own separate reconstruction plan. The 
Bombay Government Plan has been upheld by the Govern¬ 
ment of India as the model for other provincial Govern¬ 
ments to follow. This plan “proposed to start forthwith 
14 special priority schemes, 13 of which have already been 
sanctioned and -will be put into operation shortly. The 
government have also established a Project Circle under 
a Superintending Engineer, with three Executive 
Engineers, for the planning and preparation of road 
schemes. . . . Next, a special officer of the P.W.D. has 
been appointed to examine in detail the project of the 
giici electricity scheme of the province. A list of heavy 

plant and equipment likely to be required for this scheme 
has been furnished to the Government of India. A Build- 
ing Piojects Division and an Irrigation Projects Division 

have been created.” (Summary by the Bombay 

correspondent of the Eastern Economist, Oct. 6, 1944) 

It is easy to be overwhelmed by this story of energetic 
bustle. What emerges is a jig-saw puzzle and not a 
coherent picture. It is not only a question of lack of 



ECONOMIC DYSPEPSIA 


coordination which, we are 



. is now being adequately 


provided. It is 


the more fundamental requirement of 


relating means to ends. It is of this that we are inclined 
to lose sight in the seemingly important rush of high- 


sounding endeavour. There is no dispute at all about 
the excellence or desirability of nearly every one of these 


schemes bv itself. From air transport to producer-gas 

V 

plants, who would not have them all ? So should we like 
to have the radio, electricity, sanitary fittings and vacuum 
cleaners, too, for every one of our village homes. In 
literacy and education we have a tremendous leeway to 
make up, not only to make a cultural life possible for our 
)le, but also to secure the direct material gain of a 
better efficiency standard. The Sargent Plan is bv no 




means the limit of our ambition. 

Put there is no point in crying for the moon. What 
we can have, which is very different from what we s 
like to have, is strictly limited by what we can afford 
and what we can afford is determined not by 
of money we possess, it is true, but bv the economic 




constitution which we decide to live under. ()ur 


r prese 



constitution is so feeble and is suffering' from such grave 
disorders that it cannot assimilate a diet of even moderate 
richness. In concrete terms, this means that many of 
the costly installations now 



cannot be utilized 


fully unless we are prepared to make basic changes in our 
economic order. The hydroelectric plants and the ferti¬ 
lizer factories will not be able to sell their products. 

When this possibility was pointed out to the ^Member 
for Planning and Development, he stated that “it was 
nite intention of the Government that sulphate of 
ammonia should be supplied to the cultivator at a price 
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at which lie would be able to take it profitably. If there 
was any loss on it, it would be borne by the Government.” 
ir Ardeshir Dalai at a Press Conference in Madras, Jan. 

* 5, It: sllould be noted that this is no solution of 

le difficulty. If the cultivator cannot afford to purchase 

a chemical manure at its cost price, this fact indicates that 

the use of such manures is not an economic proposition in 

the present conditions of cultivation. It is a pointer to 

the prior need of reform in certain other directions, such 

as m the scale of agricultural operations and in the system 

of land holding and tenure which would enable the desired 

c lange in the scale to be effected. If the State bears the 

loss, it would merely pass on the burden to the rest of 

the community through taxes. The net effect would be 

to penalize the people in order to finance an uneconomic 

piactice. This is not to say that artificial manures are 

unwanted. They are inapplicable to the present system 

of agriculture. What is unwanted is that system. 

Every type of economy develops the particular 
technique and appliances which are suitable to it. You 
cannot introduce an improved technique while maintain¬ 
ing the rest of the economy intact. This is particularly 
true in India. A healthy economy can accommodate modi¬ 
fications in the pioductive technique up to a point without 
undergoing a qualitative change in its character. We have 
no margin left for such manoeuvres. There is no room 
further growth within the old shell. Any consistent 
attempt to improve our current agricultural practices must 
involve the discarding of the entire economic system with 
w Inch these practices are associated now. Acceptance of 
ammonium sulphates has to be part of a wholesale pro¬ 
gramme of agrarian revolution. 



EACH AGAINST ALL 


5 1 



case 


of ammoniuni sulphates is a particular 

illustration of the general truth that no forward 51 ■' l ' v 
possible under the production relations obtaining in the 
country at the moment. If we undertake to raise the 
consumption level or living standard of the people by 
direct outlays on hospitals and schools, e\en on roads, 
irrigation, cheap electricity and subsidized manures, we 
shall encroach on the investible surplus left to the owners, 
of mines, fields and factories and damp their enterprise, 
with consequential spread of unemployment and fall in 
the production of wealth. On the other hand, if private 

* A * it 


investment is 



to 



\Y 







heck, the 


goods issuing out of this process cannot be sold because 

the distribution of purchasing power to tl. 
sumers will be severely limited ; there will be unemploy¬ 
ment and shrinkage of production again. 

This argument will perhaps strike one as too abstract 
and remote from reality. Why, then, it may be asked, 
are industrialists so anxious to expand their activities and 
prepared to countenance a programme of public works? 
Is it suggested that they are ignorant of their own in¬ 


terests? Thai is not our contention. But each of them 
looks to his own interest and seeks its advancement from 
his own individual point of view, regardless of the con¬ 
sequences, not only on the people at large, but also on 
other members of his own class. The fall in the totai 
surplus of the capitalist class as a whole does not worry 
him in the least as long as the profits of his own enter¬ 
prise are showing a rise. The enterprising producer reaps 
the benefit of both worlds. He gets the advantage of an 


expanding market generated by the beneficent activities 


of the 



True, these activities increase his costs. 
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Thej : dther saddIe Wm with more taxes or when thev 
are financed with public loans, they create a relatte 

wither ^ ° aPitaI market - But he stands a level 

is ::: s of these 

11 y dS lon S as he can increase his n «7« 

tlirtthers S a r nd <i enIarge t' S °"' n Undertakil ’g “ore than 
the others are doing. Thus, the sum total of profits 

I roductmn and employment will be falling even when 

ie profits, production and employment of a steadily 

muushmg number of individual producers are mounting 

, 1 • , " ° Pe ° f beinfi ‘ one of «'ose fortunate few 

Mich mspues the urge for planning activity on the part 

O I I Ti r i 1 O T1 t n —_ 1 1 . i a # • ^ 


r t j. . , . duivuy on tne part 

ncian m ustrialists at this moment in the face of the 

rea hies o the economic situation we have analysed 

to /^4- 4-1^ ^ 4 - _ la,* - _ . *■' 


^ cinciij^ca. The 

act that the betting public as a whole must inevitably 

ose at the races does not deter the individual punter on 
the course. 


The capitalist exhilaration of which 


signs today 


we see many 


It 


must not deceive us into believing that the 
present economic order is on the verge of a spring-time 

lenewal of its vigour. Nor should we find it difficult 

to understand these signs. A correct appreciation of the 

situation is of the utmost importance at this juncture. , L 

is nothing short of a major tragedy that some of our most 

c istinguished men of science, who have just returned from 

an extensive tour of England and America, appear to be 

”” " ed ' nth falth in an imminent era of capitalist pro- 

hey seem to consider that the lack of technical 
training and of research facilities and personnel is the only 
senous bottle-neck m a programme of expansion* Professor 
Hill has recommended the setting up of a central organi¬ 
zation of scientific research with a number of special 


gress. 



TROUBLE AT THE ROOT 
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s a 




boards. The Indian scientists’ delegation want immediate 
establishment of scientific offices in London and Washing- 

coordinate training and act as dealing houses foi 


ton to 
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>e with Mr. X. R. Si 
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now 



of a high-grade technological institute 


in 






benefit if the 





w 



anee. 



TA 


ninot be made to yield their 
our economy are not changed. 

Ip>' 

lie a colossal waste of effort without such 
Businessmen who are capable of taking a col- 

interests are aware of this 



view 




clas:- 


danger. 



Cx. L. 



a, one 



our 
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Rye Conference, has recently uttered a warning that “the 
application of such (scientific knowledge is governed by 
economic capacity and social conditions”, 
to members of the Indian Institute of Science, Alumni 
Centre, Calcutta, reported in the Amrita Bazar Patrika, 
. 14, 1945' The implication obviously is that a high 
degree of technological development would not suit Indian 
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We return, then, to a reiteration of the point that 

oduction relations is the basic 


the reorganization 



pi 


problem in planning. No plan of economic development 
which burkes this issue can be properly appraised. Sectional 



s for the stimulation 0! this or that particular enter¬ 
prise have no real significance until thev can be viewed 


in 




e. 



> 





s reason, are 


a vi 




meaningless when they are not ’wasteful, 
reports of the National Planning Committee of the Indian 
National Congress indicate that this perspective was not 









It 



a large 
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number of sub-committees and many of them submitted 
their recommendations regarding the targets of production 
to be achieved in various directions, but the decision about: 
the nature of the economic order which would be opera¬ 
tive under the planned economy was never taken. The 
Chairman’s (Pandit Nehru) addresses contained references- 
to certain general objectives from time to time, such as- 
the raising of the standard of living. These have since 
become the commonplaces of all plans. They mean noth¬ 
ing without a clear formulation of the problem of owner¬ 
ship and administration of the means of production in 
society. The Planning Committee of the Muslim League, 
coming recently into the field, has now passed a resolu¬ 
tion recommending ^nationalization and collective work¬ 
ing of all basic means of production, distribution and 
communication”. (Reported in the Star of India , Feb. 3* 
1945) Begum Shah Nawaz, speaking at the sixth session 
of the Delhi Muslim Students’ Federation on February 18, 
1945, gave out that the Pakistan ideal was production for 
use and not for profit. Capitalists will hold their fire at 
the pious vagueness of these statements. We can do no 
more than make a note and wait. 


VIII 


The broad conclusion to which our discussion has tended 
is that we cannot hope for economic expansion any more 
on the basis of the capitalist order of society. This pro¬ 
position, moreover, we have argued, has universal validity 
today. It applies to the case of India, just as much as 
it applies to the rest of the world. The leaders of the 
capitalist world, however, are by no means prepared to 
admit this fact. Confidence in capitalist progress is most 



CAPITALIST AMBITIONS 



pronounced in America, a confidence born of her technical 
superiority in production, tremendous investible surplus,, 
and formidable military and political powei. Amciicau 
authorities visualize post-war reconstruction of the world 
in terms of fresh markets abroad for the products of then 
capitalists. In a speech at Chicago in the course oi his 
election campaign, the late President Roosevelt declared : 


( i 


I am confident that with 



approval the 


foreign trade of the U. S. A. can be trebled alter the war.” 
In the same speech he said : “I believe in free enterprise 


r 

C 



always have. I believe in the pr 



sv 




always have. 1 believe that private enterprise can give 


full employment to our 



y y 


Reported by Reuter 


on Oct. 28, 1944 American schemes 

capital exports to China have receiv 




se-sca 





e 




tJ. S. Foreign Kconomic Administration officials have just 
announced the completion of a thousand million dollar 
five-year plan for post-war industrialization of 
(USOWI report from Washington published in the Star of 



India, March 17, 1 




!J. vS. 



gate to the San 


Francisco Conference, Mr. Harold E. Stassen, in a recent 
broadcast on the principles of post-war policy, stated that 
“the United States must secure a democracy of free 


citizens within an economic system of private capital and 
individual enterprise.” (US'AVI report from Washington 
published in the Star of India, March 13, 1945) A strange 
development in America is that the faith of capitalists 
in their system has the support of organized labour. The 
President of the American Federation of Fabour and the 
Chairman o: the Congress of Industrial Organizations have 
joined the President o: the U. S. Chamber of Commerce 
in proposing a Peace Charter for labour and management. 
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intended to prevent industrial strife after the war. Their 
joint announcement states that they support “private 
property and free choice of action under the system of 
private competitive capitalism’*. (Reuter’s report from 
Washington, March 28, 1945) 

More conscious of their weakness in competition, the 
optimism of the British capitalists finds a more subdued 
expression. But they, too, are looking' forward to a 
revival within the old framework. At a Liberal Party 
Conference in London, the President, Lady Bonham 
Carter, declared that the people “are not obliged to choose 
between the two evils of Tory stagnation and Socialist 
regimentation. It was possible to solve the problem of 
poverty and achieve expanding wealth within the frame¬ 
work of freedom” (of private enterprise). Sir William 
Beveridge declared on the second dav of this Conference 
that “the policy advocated by the Liberals was not 
Socialist. It accepted nationalization for some industries, 
but it left a greater part of the industry to private 
enterprise.” (Reported by Reuter from London, Feb. 2, 
1945) Mr. Churchill, true to his manner, is more flam¬ 
boyant in his denunciation of the “cheap jack utopias” 

it 

of socialism and has proclaimed, “at the head of our main 
mast we fly 7 the flag of free enterprise”. (Speech to the 
Conservative Party Conference in London, March 15, 
1945) The Chancellor of the Exchequer, Sir John 
Anderson, has announced to Parliament the Government’s 
intention to promote two large financing corporations to 
assist private industry 7 in the post-war period. (Reuter’s 
report published in the Statesman, January 26, 1945) 
Mr. Amery builds his hopes on a revival of the policy of 
Imperial preferences and traffic control. (Birmingham 



soeech reported by Reuter and published in the Statesman, 

Ml * 1 4-1 I *■ f ' /“i 1 "71 "1 / A 1 


Feb. 20, 1945) Sir Thomas Ainscough, formerly senior 
Trade Commissioner, India, Burma and Ceylon, m 

, s|li . cC h before the East India Association in London on 
’ - • 1 11 __ 


* 




• • 


February 28, 1945, which attracted considerable notice 
oll t hopes to British industrialists of a large expot t 

trade with India, which “is on the eve of great industrial 

oil the threshold of a re-biitli in hci eco 

nomic life.” (Reuter’s report in the Statesman, March 1, 
1045) According to a report in the Daily Express, leading 
British firms have decided to start factories 111 India or to 
cooperate with Indian firms after the war. (Quoted b> 

Reuter from London, March 13, 1945 ' 

Even Australia hopes for a share in the industiial 

o- on the 


CO 




e 



2S 111 



11a. 



visit of the Indian Industrial Mission to Australia, the 
Sydney Morning Herald predicted considerable industiial 
development in India and said : “India s economic pio- 

directly benefiting her own people, will 


srress 



provide opportunities for others. We in Australia should 
striv,e to avail ourselves of this chance.’’ (Reut 


er’s re 



from Sydney, published in the Statesman, Feb. ib, 

This desire is matched by India’s own ambition 
to expand her export trade. At the same time that the 




were hoping to sell their goods to India, the 
Indian industrialists’ delegation to Australia was stating' 


that they “intended to take the share previously mono- 

ms 

Japan in the textile trade’’ and “hoped that 




Australia would buv 




:es as well as 





(Reuter’s report from Perth 





primary 

in the Statesman, Feb. 15, 1 

trialists obviously consider that the internal market 
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n ia offers little scope for selling their textile and 

other manufactured products. The need for overseas 

markets to dispose of these products is frequently and 

in ey expiessed by their spokesmen. Ope of the most 

recent and authoritative pronouncements will be found in 

the resolution moved by Sir Chunilal Mehta at the annua, 

session of the Federation of Indian Chambers of Commerce 

and Industry at New Delhi on March 3, 1945. By this 

resolution the Government of India was asked to take 

energetic steps to enable Indian industries not only to 

maintain their present position in foreign markets but 

also to secure an increasing share of those markets in the 

post-war period. (Reported in the A,nr, ta Bazar 
March 5, 1945) 


These hectic goings-on create an impression that 
capitalism in every country is straining at the leash for a 
big spurt of advance in the post-war period. It would be 
tempting but erroneous to conclude from this that capi¬ 
talism in all the countries is going to register an advance 
or that the capitalist system as a whole will make any 
progress. What we are witnessing is feverish preparation 
by the capitalist class of each nation to fight for the largest 
share of a shrinking world market. This is proved by the 
anxiety of each country for grasping external markets, 
being thwarted by restricted consumption at home. The 
world market is but the sum of the individually contract¬ 
ing domestic markets. We can see, therefore, that 
neithei the total volume of production and employment 
nor the aggiegate of the world s effective demand for goods 
can now increase under the capitalist system. On the 
•contrary, these will decline. But a few of the competitors 
may still effect an increase of their own shares at the 
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exnense of the others. Those who have vaster resources 
and are better equipped will push the otners 

<UXU A ^ 1 , i1_i- Ainnripo 


For instance, there can be no 


doubt that American 


The leaders of 


ror lUOtaui-1.) v- . r, ,t- n ,rn 

capitalism will enlarge its market in the un.ned.ate futmc. 
The national capitals of other countries stand little chance 
against her in South America, in the Far East, even in 
India and Central Europe. The spokesmen of American 

HAl 1 _ J A V 

capitalism are flushed at this prospect. 

British capitalism, knowing more economics than - r. 
Churchill, are correspondingly alarmed. They realize^ that 
the Americans will advance on ground yielded by 
Referring to their reaction to the resolutions passed by the 
Indian Chambers of Commerce, the United Press of Ameiica 

. 4 i i 1 


them. 



from London on 


March 12, i 945 » that the 


... of the London Chamber of Commerce was 

anxious to win the favour and good-\\ ill of Indian business 

and that “the American economic penetration into 

and eventual agreement with Indian capital hav e 

To preserve the 


men 




great fear in these 
imperial market is the most that 



ea 



can 



to do. 

The far-seeing capitalists in Britain would like to do 
even more. They see that their empire is a v asting 
market and dream of developing it. Hence, Sii Geoffie\ 


Clarke, the Chairman of the London Chamber of Com¬ 
merce, at the Hast India Association meeting wlieie Sii 
Thomas Ainscough spoke, expressed concern for raising 


the purchasing power of the Indian masses. 


For allied 


reasons, Parliament is now discussing the Colonial Deve¬ 
lopment and Welfare Bill and the Times, upholding the 
colonial system, pleads pathetically that “there is no call 
for a modification of old and dear political associations and 
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loyalties”. (Editorial of February 8, 1945, reported by 
euter) Unfortunately, the development of these areas 
is no longer possible under capitalist conditions. We are 
thus confronted with one of the strangest paradoxes of 
modern history. To foster socialism in its overseas posses¬ 
sions would be good business for British capital today If 
this proves too much for it to stomach, it must turn to the 
only other alternative of organizing scarcity on fascist 
lines, either by restrictive understandings with colonial 
capitalists, or by pushing them out, or by a little of both. 

In an> case, the advocates of free enterprise will be no¬ 
where in the picture. 


What would be the consequences of these post-war 
capitalist manoeuvres for the common man ? The indus¬ 
trial reconstruction schemes undertaken by the countries 
preparing to fight for their shares in international trade 
uill spell a brief period of increasing production and 
expanding employment for their people. But this period 
" iH vei y brief, because the total volume of available 
trade cannot accommodate the entire increase in output 
at profitable prices. Overproduction and depression with 
their attendant evils of unemployment and decline in the 
stand aid of living will be the inevitable nemesis facing 
the capitalist world. Nor will this overtake only the 
countries which are vanquished in international compe¬ 
tition. They will undoubtedly be the first to go under, 
but they will drag down even the strongest after them. 

*1 he fate of all is linked close together through the channels 
of trade. A slump in the Far Eastern market will arrest 
production in American factories. And there will be 
significant repercussions in the political sphere. Capitalist 
society will be once again forced to decide the issue which 



COURT PHYSICIANS 



the end of the present conflict seems certain to lea\e un¬ 
resolved. It will either have to give place to socialism 

or prepare under fascism for another war. 

The theorists of capitalism are not unaware of the 

problem. There is universal concern over what is stated 
to be the supreme post-war task of guaranteeing economic 
security, or freedom from want, or piovision of full 
employment. Hut they believe that this can be accom¬ 
plished without a change in the production lelations of 


present society 


One of the recognized authorities ha 


recently summed up this view as follows: There is, 

finally, the supremely important problem of combating 
general fluctuations of economic activity and the recurrent 
waves of large-scale unemployment which accompany 

them. 



is, of course, one of the gravest and most 
pressing problems of our time. But though its solution 
require much planning in the good sense, it does not 
or at least need not—require that special kind of plan¬ 



ning which according to its advocates 


is to r 




market. Many economists hope indeed that the ultimate 
remed> T may be found in the field of monetary policy. 
Others . . . believe that real success can be expected only 


from a skilful timing of public works undertaken on a very 
large-scale.” (The Road to Serfdom by F. A. Hayek, 
Routledge, 1944, pp. 90-91) 

It is necessary to make a brief reference to these 
proposals of the reformist school in order to show, firstly, 
that they do not offer any solution of the fundamental con¬ 
tradictions of capitalism, and secondly, that they r are in any 
case inapplicable to the situation in India. Prof. Hayek 
has classified these proposals for us under the two broad 
categories of monetary policy and public works pro- 

p— 5 
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grammes. The essential feature of the schemes which 
belong to the first group lies in stimulation of private 
■enterprise by the provision of cheap credit. Keynes and 
is followers are the best known exponents of this theory 
which makes a distinction between two sections of the 
capitalist class and aims to encourage the active entre¬ 
preneurs who initiate the physical process of production, 
at the expense of the passive receivers of rent and interest! 
Extravagant claims have been advanced on behalf of these 
proposals. It is suggested, for instance, that the rate of 
interest may be brought down to zero, leading to a “pain¬ 
less extinction” of the rentier class and confining profits 
to rewards for risk-bearing and enterprise. The rentier 
class, however, representing the banking and financing 
interests in whose hands the economic power in advanced 
societies is wholly concentrated, is in no mood to commit 
suicide ; and a drastic lowering of the interest rate would 
lead to a fall in private savings or their flight from the 
country. This would be particularly true in the case of 
India, where banking facilities are poor and substantial 
reliance would have to be placed on individual savings for 
the purpose of capital accumulation. Besides, the proposed 
expedient would not do away with profits ; it would merely 
transfer them from one section of the capitalist class to 
another. And so long as the surplus from production 
remains the subject of private appropriation, the basic 
difficulties of a declining rate of this surplus and under¬ 


consumption will continue to disable the economy. 

This fundamental defect vitiates the other group of 
proposals also. Sir William Beveridge’s “manpower 
budget” is a typical sample from this group. Under this 
scheme, State expenditure on public works, such as road 
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rise or fall according to the rise or fall in 
unemployment. The idea is to compensate 


actuations in private industrial activity by inverse varia- 
011s in the extent of State enterprise. It is unnecessary 


to enter into an examination of the technicalities of such 
a scheme. Its central purpose is clear. That is to sustain 
the level of profits by maintaining the market. This is 
done by distributing purchasing power through the 
State’s outlays on public works. There are competent 
critics who maintain that such measures would lead to 


secondary reactions of an injurious character on the 
system. These considerations need not trouble us. The 
significance for us lies in the fact that these expedients 
can make no impression on what is called the secular or 
underlying long-period trend of the rate of profit to fall. 
At best they can mitigate the violent short-term and 
seasonal oscillations of the trade cycle. The capitalist 
system would run down all the same ; only the process 
would be even and steady, instead of in uncontrollable 


These prescriptions can only work as stimulants in a 
critical state. They may secure a temporary revival 
duung acute phases of trade depression. Thev do not go 
t<) the root of the trouble. Variants of these proposals 
were all tried in different combinations and at different 
stages during President R<>' >scvelt’s ^cw Deal administra¬ 
tion in America. Cheap credit was distributed to both 
producers and consumers through such agencies as the 
Reconstruction Finance Corporation, the Agricultural 
Adjustment and Farm Credit Administrations and the! 
iHoiile Owners Doan Corporation. Vast sums were spent 
on public works under the National Recovery Act. These 
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activities led to an industrial recovery in America between 

1933 and 1937 3 but in the autumn of 1937 the economy 

slumped again. The reason is that a healthy stimulation 

of private enterprise by expansion of credit or currency 

is possible only when an established industrial outfit is 

working below capacity. Once conditions of maximum 

utilization aie approached, further issues of money would 

lead dii ectly to the inflationary spiral and grave economic 

disorders ; it would result in rising prices without further 

increase in production. Continuation of State expenditure 

would then only mean a transfer of resources from the 

private to the public sector of the economy and depress 

profits. After this point the system has to proceed on its 
own steam. 

But it cannot do this. The steam in this case is 
the expectation of a higher revenue yield to capital. But 
if the existing industrial plants are working to capacity, 
this means that the available capital is yielding all the 
return of which it is capable. Additional revenue can 
only be generated by new r investments. These under 
present conditions, as already analysed, wfill lead to a net 
retrenchment in the community’s direct consumption and 
narrow 7 the market. Suppose the owners of capital check 
their greed and are content wdth a stable return. Kven 
this wfill not be possible. Fresh-surplus wall be automa¬ 
tically issuing out of the productive process, u 7 ill compete 
for investment and will depress the earnings of each unit 
of capital. We are back again at the basic dilemma of the 
svstem. The measures of reform wdiicli are suggested 
show no way out of this dilemma. 

The theorists who propose them are not even aware 
of this dilemma. That is the logical consequence of the 



reforms as levers 



tern 


is of reference which traditional economic enquiry ha 


vJ 


for itself. For this reason, 



eir investigations 


laid down 

arc confined to discovering the causes of and prescribing 
the remedies for periodic disproportions and failures of co¬ 
ordination in the working of the several sections of the 
capitalist machine. .Attempts are made to force aets of 
investment to correspond to acts of saving. Aleans are 
devised to check the tendency of competitive supplies to 

effective demand. Attempts are made to maintain 




the correlation between total outlay and the total capacity 
for production. But the deterioration of this 
itself is not analysed. 1 he general decay of the economic 
machine is not a subject of their study. The broad distinc¬ 
tion between orthodox economics and socialist economics 
in their approach to the present problems may be defined 
by saying that while the former is interested in the eight- 
or ten-yearly fluctuations of economic activity, the prin¬ 
cipal concern of the latter is with the progressive decline 
e whole plane of this activity. The one school deals 
with the phenomena of the trade cycle, the other with the 
general decadence of capitalism. 



That does not mean that the controls pr 



b\ 


theorists of the traditional school are of no use to us 


whatever. They may be consciously employed as a pre- 

mS mJ A- A. 

hide to more radical changes. The logic of maintaining 
full employment when it is once achieved may force such 
changes. That is the proposal of a distinguished socialist 
writer for England and America, where he does not fore¬ 
see the possibility of full-scale socialism in the immediate 
post-war period. (A Programme for Progress by John 
Strachey, Gollancz, 1940) 

Such proposals have no relevance, however, to India, 
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built it Up 


in 


Thev 


net withdrawal of 
cannot build further 


tiorT of C i* n£ed ^ ne " investments and not the restora- 

industri USe ' C ° UntrieS 0f 

o f crists by rirsSnTT iu periods 

* be experiments, because thr-v 

! Y bUilt UP 3 colossal ca pitaX structure. 

^ 1 a P eriod w ben private accumulation of 

capital was still possible without a 

wealth from consumption. They 

With the help of the same process. But the pressing 

thetr capital structure. It is bringing what already exists 
in o use. That is the problem to which their economists 
an c aim to have found a provisional answer. Our 
Problem is different. We have to start from scratch over 

mos o tie eld. Our task here is of initial accumulation 

and capital construction. We talk of unemployment and 
underemployment in India. We must remember in what 

sense this is true. We could not provide any more 
emp oy ment on our present technological level We are 
employed up to the limit of our existing productive 
capacit\^. Tlieie is unemployment of labour, but not of 
capital. In respect of land and other means of production 
\\e may be held to be experiencing conditions approaching 
full employment. Hence monetary expansion will not set 
unemployed capital to work but involve us straight away 
m price inflation. Public works and social services will 
divert resources to consumption, reduce the revenue of 
capital and depress private enterprise. We are face to 
face \\ ith the capitalist dilemma from the outset. 

In this we are in the same boat as any other country 
which is now starting poor, whether by reason of its back¬ 
ward state of development, such as China, or of wholesale 
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busssed are the poor 


annihilation of its capital equipment, such as has occurre 
over a considerable part of Europe. New capital cannot 
be employed in these countries for profit. Loans ma e 
to them now will have to be largely written off as bad 
debts by their creditors. In other words, their rapid 
development is possible only by free grants from the 

surplus countries. 

This idea may seem fantastic and abhorrent to the 
accepted business code. But it is logically inherent in the 
progress made by the world, and has compelled recogni¬ 
tion by a voluntary relinquishment of international claims 
on several occasions in recent history. Reparation dues 
were allowed to lapse before, and will be allowed to lapse 
again, when capitalist interest has time to prevail over 
war-time passions. Prosperity in any part of the world 
is now closely and intimately conditioned by prosperity 
in every other. Depressed areas have to be assisted by 
the progressive nations for their own benefit. And as has 
been true within a country, so the international mechanism 


for such assistance will have to be grants-in-aid and special 
subventions and not interest-bearing loans. 


We 


think in terms of allotments of resources for development 
projects and not of investments for profit. Private enter¬ 
prise for profit affords no basis for further progress, 


whether internationally or within a nation. 


IX 

This discussion of the problem of planning for India 
may appear to have been mainly negative and critical. 
That, however, is not so. The positive conclusion which 
clearly emerges from our analysis of both the working 
of the present economy and the practice commended by 

* ■ i 
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t pioposals is that ire can plan for material imnrn, 

„ nt „ f S0cial 'sm. That statement is 

concrete implications in °h “densely significant, 

and public pohcy It ^ T ^ ^ 

undertaken in order to su 3 ‘ production will be 

judged in the order of heir 1“ ° f Pe ° P ' e ' 

whether + 1 -, h lr ur ^ encies > irrespective of 

ey can pay. It means that coarse cloth will 
be made even if it is unprofitable to existing mil,!7 , 

, and additional nulls will be put up if the existing ones 

cannot supply all that is needed It means . ! 
will hp t ^ means that houses 

or the people, schools and hospitals started 

and teachers and nurses engaged on ademicf + rr 

o^oili , £ y ™ y n0t fetch h « h fr°<u tenants 

cct large fees from students and patients. 


. - ^ 

us sounds alarmingly improvident. It is not It 

- not a counsel to live beyond our means, but onl! to 
redistribute our existing means among a different set of 

be found K , 7 t0 raake coarse Cloth may 

s!, ! /u g ' Vn the SUpp!ies of fi «cr counts. 

• loo s and hospitals will be founded by retrenchment on 

ess urgent social needs, “on pints r»erm« r. a 

1 'res, as one writer puts it. The flow of our total 
resources into the various channels is now regulated by the 
rate of profit to be earned in each. The factms of pr^ ! 

“ tb 6mPl0yed ^ SUCh 3 " that the ^vel of 

L., ' .! a ™, e ,n . 311 ° CCUpations - The socialist pro- 


t socialist pro- 

posal is not to abandon all regulation, but to employ a 

different regulator, which is our estimate of the relative 

social worth of the alternative objects of expenditure. The 

ormula for allocation of factors would not be the equali- 
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/ation of profits, but the uniformity of marginal social 
satisfactions, so that if we felt the need for milk to be 
greater than for beer, we would cut down breweries and 
multiply dairies. The framing of this estimate is the 
initial administrative task of planning. It involves the 
constitution of a social agency to draw up a list of our 
needs in the order of their priority and to allot the avail¬ 
able resources for turning out goods to meet these needs. 

These needs are not confined to objects of direct con¬ 
sumption, such as food, clothing, housing, medical, 
educational and recreational facilities. In order that our 
consumption of these objects should be adequate in 
quantity, satisfactory in quality and interesting in variety, 
we need capital equipment to improve our productive out¬ 
fit. This is a more pressing requirement in an un¬ 
developed country like ours than in England or America, 
and we shall have to devote a considerable part of our 
resources to building and extending our metallurgical, 
engineering and chemical industries and power plants. 
It will be the duty of the agency charged with planning 
to take account of our needs for capital goods as well as 
for articles and services for immediate consumption, and 
to distribute the total wealth of the country among the 
various enterprises according to the programme of deve¬ 
lopment laid down. 

The surplus which we called profit in the capitalist 
system does not vanish under the new dispensation. All 
the wealth which is reserved from immediate consumption 
and directed to raise the level of our productive efficiency 
constitutes the surplus. Only it is no longer held back 
from maximum utilization because of the fall in its rate. 
We are enabled to recognize the truth that the decline in 
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the rate at which additional surplus accrues to the com¬ 
munity is a welcome sign of economic advance. It means 
that less and less labour is required to accomplish our 
material tasks. Should the rate ever fall to zero, 
unreal but instructive hypothesis—that would mean that 
v e had reached a state of limitless abundance, we could 
have all that we wanted without any effort, and that the 
material amenities of life had ceased to possess any value 
m exchange, like sunshine and air in a pastoral commu¬ 
nity. That would be a dream, not a nightmare as now. 

It is clear that the basic implication of our proposal 
is the planning of social consumption according 
chart of our manifold material needs. This procedure is 
alleged to be repugnant to sensitive souls, who describe 
it as regimentation of consumption and destructive of 

individual freedom. Freedom for the elite of capitalist 
society consists in cultivating the subtleties of their tastes 
b\ being piovided with an unlimited range of articles for 
purchase. And this freedom of choice in the market for 
the wealthy is secured by vast masses going in want of 
the barest necessities of life. Pandering to such recklessly 
selfish fastidiousness is certainly incompatible with any 


to a 


planning for social welfare with 


our present limited 


lesouiees. It is a luxury which can be brought within 
gcncial leach only after a long' period of socialist progress. 


1 he only valid criticism with 


w 


Inch 


we may be 


concerned is the apprehension of a tyrannous imposition 
by a capricious authority of its own arbitrary schedule of 
pieferences on the people. There are two reasons why 


The well- 


sucli a fear may be dismissed as groundless 
being of the community at large can be planned only in 
a democratic context, that is, bv an authority established 

* w 
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bv popular choice, subject to popular control and sensi- 



will indicate 


tivc to the wishes and requirements of the masses. 
Secondly, the fundamental responsibility of the planning 
authority will be to avoid waste of the community’s re¬ 
sources by turning out goods which are unwanted. So 
far as the consumers’ goods are concerned, the people v ill 
be free to buv them as they please with the pm chasing 
power put in their hands as rewards for their work. Th 

incidence of their purchases on the 
their preferences for one variety as against any otliei and 
will be taken into account in planning every successive 
cvcle of production. The field would be limited, it would 
entirely exclude all capital goods, which no individual 
would be allowed to acquire for himself ; but within the 
restricted field there would still be scope for choice. And 
this scope would progressively 

expansion of the economy made possible under the system 



with the r 



The two conditions for the planning of 


r 



for community use are the constitution of a democratic 
State as an instrument of the interests of the masses, and 


acquisition by such a State of private rights in the means 
of production. Neither of these conditions is economic in 
character. Both demand achievements in the political 
sphere. They are two aspects of the general question of 
organizing the common people to power. Our analysis is 
primarily concerned with the economic principles of 
progress. An examination of the strategy of winning 
power for the people falls strictly outside its scope. It 
provides us, however, with the tests by which we can 
judge the credentials of political parties and their 
programmes. Kvery party professes concern for the 
people and claims to represent their interests. The goal 
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of every party is capture of power. How do they urn 

,. 1 ' "' ,en tlle - v have secured it? We 

na ure of tire concrete measures which 


now know the 


the v rmicf • r “measures Wilieh 

- ,m,Nt take lf co ”q^st of power is to lead to anv 

improvement in the lot of the common man 

r\ri ■t-d _ -* - • 


can command 


No party 


,1 * ’ v J-JCH i y 

t „ , ,e pe °l )lc s support if it is not pledged 

to such measures without equivocation. 

I'l’T fre<] " enlly evaded ^ talk of a "minimum 


programme 


maximum oclaI| zation, it is argued, can only be the 

f t ™ ' Programme, the ultimate goal. It is not prac- 


p-oluics in the immediate future 


It 


ture and industry ofTer 


no 


r 1 ’ ^ cue 

is the 7 T 3 Stq> ' T,,e 1>COI,le are “ever ready, r, 

' 1IC Um ,°. tbe P ° IltlcaI part - v to S et them ready 
1 " as 1 lcir or ffanized vanguard. The vanguard 

mo\cs at tie head, leading, directing, informing; it does 

not come trailing at the tail after the masses hive first 

proved their readiness hv cto,.t;„ 

... L s • sta,tin k a move on their own. 

1C ol.jecuve conditions are fully ripe for an economic 
programme of socialism. The evidence of that is in the 

icict that the present rpFtf -i 

i c^eni lciations of ]>rodnction m agricnl- 

1 1"/^i cl « A . . I 

T . further scojie for progress. 

mat is tlie crucial test Wo mnn^f r j 

u c cannot move forward at all 

without a socialist modifimfinn <-i i ,• 

hi 'Allocation of. these relations. 

_ J *4 

inevitable backsliding through 
monopoly capitalism to fascism. Socialism 

^ minimum programme for progress in our comUrv 
The lack of an adequate reserve built up in the period of 
capitalist prosperity has deprived us of even that brief 

lespite which may be still available to a few of the countries 
of advanced industrialization. 

is Intel esting to observe that nationalization of 
land is the accepted policy of all our current plans. That 


continuation means 


Their 


an 


the 


is therefore 


It 



PEASANT PROPRIETORSHIP 


is because the landed interests are the most decayed, the 
most vulnerable section of our propertied class and the 
least able to defend themselves. The property relations 
in agriculture in our landlord-ridden aieas exhibit the 
characteristics of feudalism, while the pioduction dicta¬ 
tions are subject to the laws of the capitalist market. 
The social and economic order of landlordism is not only 
an anomaly in an industrial age, but, for that reason, is- 
also antagonistic to industrial interests. Our capitalists 
have woken up to this fact when they themselves have 
lost their place in the march of progress. Capitalist 
farming now will not pay, for the same reason that 
capitalism anywhere now will not pay, that is, because 
it cannot distribute enough purchasing power to absorb 
all its products at a profit. 

Yet agriculture represents that sector of our economy 
where nationalization must make the least progress at the 
moment. We shall certainly have to acquire the rights 
of all those interests who do not labour on land, but the 
actual cultivators will have to be maintained in their 
proprietory rights, which will even have to be restored 
where they have lost them. That is because the peasant’s 
attachment to his land is elemental, personal and passion¬ 
ate, and any immediate proposal for collective ownership 
of his holding would be incomprehensible to him and 
provoke his fierce resistance. The industrial worker, on 
the contrary, has never enjoyed private possession of his 
factory or its appurtenances, and socialization in this 
sector would not only meet with no such difficulty but 
would command his enthusiastic support. Land to the 
peasant is, hence, the initial slogan of our agrarian 
policy. We must note, however, that this would repre- 
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sent no positive accomplishment in ao-ricultural 

struction The remmmi -p 4-u • cultura * recon- 

i , ° e mcubu * of non-labourine 


interests from land would be a ni1f . 0 i r 
It would imply no chano- e in f ? ne § atl ve reform. 

technique It I d , “ ° Ur ^nization or 

clearing of the ground “ *'* the Prd “ 

\\ hat is our specific task in the sphere of agricul- 
for our f 7 ge mCfeaSe ^ thC yidd froni land & vital 

food requirements, for supply of raw materials to 

Tnntl11tonfuvi4,^ 7_1 , ^ aAi3 

an export surplus to 


ture ? 


manufacturing industry, and for 

exchange for foreign m a r hi n ~ + 7\^ 1L auii>lus to 

& machines, technical and specialized 
] an eve n articles of consumption. But 
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increase will result in a large drop in prices and will be 
disastrous to the growers without such reduction in their 
cost as will more than compensate this drop. This can be 
On y achieved by raising the efficiency of agricultural pro- 
uction through intensive cultivation in large-scale farms. 


Such farms can be organized directly under 


the 



m co- 


are the half- 


•ownership of the State only in those areas which are still 
unoccupied. Elsewhere they have to be formed by the 
present occupants themselves joining- 

operatives of suitable size. Cooperatives 

way house to complete socialization. Surrender of 
individual propeity rights is limited in character and 
extent, being confined to one’s immediate neighbours and 
not to society at large. The cultivator’s possession of 
his land is not extinguished, but becomes joint with those 
vhom he has closely known, who have always worked 
side by side with him in adjacent fields. Enlargement 
of the scale of operations is the primary condition of any 
advance in agricultural technique. Cooperative farming 
offers the means of effecting this with the least disturb- 



COOPERATION AND SOCIALISM 



ance 


to current relations and usage. The organization 

erefore, be the minimum pro¬ 



of cooperatives m 
eramme in agricultural 




cl 


nine 



cultivation is 



in two wav 


in present society. The psychological atmosphere of 
capitalist competition for private profit is uncongenial to 
a practice which calls 
benefit. 
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mi 
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enterprise in consi¬ 



derable spheres of the economy appears to lie 
to its success. This has certainly been the experience in 
Russia. In the second place, large-scale cooperative 


fanning would lead to economy in labour and come up 
against the problem of agricultural unemployment. This 
has to be solved by expansion of manufacturing industry. 
Th is is only possible today under socialism. 

Socialized industry and cooperative agriculture are, 
therefore, the two broad features of our economic plan. 
It is worthy of note that while there is considerable 
agreement on the proposal to nationalize land, only the 
People’s Plan has suggested social ownership of industry. 
Yet without socialized industry the State purchase of 
private rights of non-cultivating owners in land would 
prove a barren measure. Private assets in industry must, 
therefore] be acquired by the State, it is unnecessary to 
discuss the terms of the transfer. We have already 
referred to this problem when examining the People’s 
Plan. The ideal arrangement would be for the State to 
take over industries from private ownership in return for 
; t i' of salaried employment to the present proprietors in 
posts of organization, supervision and management. Many 
of them Avill no doubt prove to be unsuitable for such 
appointment. There will be no lack ot other jobs to 
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) their aptitudes. Any one who is prepared 

to render socially useful labour will earn his reward. This 
would be the most equitable and logical solution. But 
it may not be available. Failing this, it may be neces¬ 
sary to pension off the present owners with a compas¬ 
sionate gratuity. Let us repeat that this gratuity is an 
evil, that the larger its size, the bigger will be the handi¬ 
cap* it will impose on the pace of progress. That is 
because the difference between the present income of the 
propertied class and the gratuity to be allowed them 
will be the only source of development finance under 
planning. The problem of finance in socialist planning 
requires" no other formulation th^n this. How favourable 
the situation will be will depend on the strength which 
the organized people can muster at that time. 

' •' - * We 


We 


shall continue to hear of more. There is one objective 
common to all of them, which is a rise in the living 
standard of our masses. We have set out the basic con¬ 
ditions without which such a rise is not possible. But these 
conditions are not the products of an automatic pr<*ess. 

. 4 _ _ __rtl+Arr 


We 


Wc ilct *^***^0 - 

The laws of history indicate what is necessary. Ihey 
hold no guarantee that what is necessary must inevitably 
come to pass. Indeed, an opposite denouement seems 
more likely at the moment. To realize the nee o e 
present and to shape the events in the light of that 
realizaton is the role of the subjective factor in social 

That is how we may become the makers of 


change. 

history. 


Socialism is the historical necessity. Let 


remember that freedom is only possible through recog- 


nition of that necessity. 
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